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Bulletin of the American Institute of Accountants
A Note for 1937
T H E  beginning of 1937 finds the accountancy profession more 
closely knit and in a better position to act as a unit through its 
professional organizations than at any time in recent years. Certified 
public accountants now look to one national organization to repre­
sent their interests on all matters of broad professional significance. 
Their state societies are actively looking after those matters which 
are state-wide in nature. In the Advisory Council of State Society 
Presidents there is provided a means for coordinating the programs 
of the state societies and that of the national organization.
In the past the B u l l e t in  o f the Am erican In stitu te o f A cco u n t­
ants has striven to report, for the benefit o f members o f the Insti­
tute and subscribers, all events o f current interest affecting the  
practice o f public accounting. T h e  issue o f D ecem ber, 1936, w as the 
last appearance o f the B u l l e t i n ; it is now succeeded b y  T h e  C e r ­
t i f i e d  P u b l ic  A c c o u n t a n t , form erly a publication o f the A m erican  
Society o f Certified P u b lic A ccountants.
It is planned that the magazine shall serve as a clearing house of 
information, reporting for the whole profession each event in the 
world of accountancy which is of general interest. Henceforth, even 
greater emphasis will be given in its pages to the activities of the 
various state organizations of certified public accountants. Com ­
munications and short signed articles on any topics of general 
interest will be most welcome. The public-service activities of mem­
bers will be mentioned. There will be a department of extracts from 
addresses and articles published elsewhere.
T h e attainment of a high level of usefulness will depend prin­
cipally upon the support which the publishers of the magazine 
receive from its readers. The editor, therefore, asks:
T h a t some one person in each state society of certified public 
accountants be assigned to send prompt and regular reports on 
meetings, elections and other society activities;
T h a t the officers of state societies look upon the magazine as 
a means of expressing their views on professional matters;
T h a t each reader constitute himself a reporter, and submit such 
items of news as he thinks would be of interest to others;
T h a t each reader constitute himself a critic, and forward any 
suggestions which m ay occur to him.
Presentation of Financial Statements
BY LINCOLN G. KELLY
A T  the round-table session on audit reports held at the annual meeting of 
the American Institute of Accountants at Boston, I presented tabula­
tions compiled from the published reports of forty-three listed corpora­
tions, deemed to be representative with respect to accepted accounting 
practice. The tabulations related principally to the form, arrangement and 
classification of the detail presented in published balance-sheets and state­
ments of income and surplus.
With the idea in mind of presenting information which would be more 
representative, the original list has been extended and tabulations have now 
been compiled based on 1935 published reports of the original forty-three, 
and thirty-five additional listed companies. The amplified list includes:
Industrials..................................................................................... 58
Public utilities..............................................................................  10
R ails...............................................................................................  1
Insurance companies................................................................... 3
Investment, building and loan, and banks............................  3
Municipal......................................................................................  2
Theatres........................................................................................  1
78
T h e  B a l a n c e - s h e e t
All of the reports examined used the term “ Assets”  as a caption for 
items on the left-hand side of the balance-sheet. The terms used, however, 
as a caption for items on the right-hand side of the balance-sheet included: 
“ Liabilities,” “ Liabilities and capital,” “ Liabilities, capital and surplus,” 
“ Liabilities, capital stock and surplus,” “ Liabilities, capital stock and 
deficit.” The following tabulation indicates that the term “ Liabilities” 
predominates an accepted practice:
Liabilities....................................................................................... 60
Liabilities and capital.................................................................  6
Liabilities, reserves and capital................................................  2
Liabilities, capital and surplus.................................................. 6
Liabilities and reserves (insurance companies).....................  1
Fund liabilities and surplus (municipal)................................. 2
Assets and liabilities reversed— no general heading (on
English reports)......................................................................  1
78
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There appears to have been established a general uniformity with re­
spect to the use o f the terms “ current assets”  and “ current liabilities,”  
and accountants are apparently in general agreement with respect to the 
items which are ordinarily included under these captions. On the reports 
examined, current assets were listed first on fifty-eight, and fixed assets 
were listed first on eighteen. Reports of public utilities constituted ten of 
the eighteen reports on which fixed assets were listed first. O f the re­
mainder, five represented the reports of mining companies and three, the 
reports of industrials.
Investments in plants, plant equipment, furniture and fixtures are dis­
played by accounting firms under different captions, including: “ Fixed 
assets,”  “ Capital assets,”  “ Property,”  “ Property, plant and equipment,”  
“  Permanent assets.”  On the reports examined these investments are desig­
nated under captions as follows:
Fixed assets......................................................................................  26
Property, or properties (with variations), property and
plant, property and equipm ent..............................................  25
Plant, machinery and equipm ent..............................................  7
Real estate, or real estate, machinery and equipment. . . .  6
Land, buildings, etc........................................................................ 3
Capital assets..................................................................................  4
Permanent assets:
M unicipal. . . ..............................................................................  1
General American Transportation C o ..................................  1
No fixed assets— m unicipal.......................................................... 1
Investments— railroad................................................................... 1
Other captions:
Furniture and equipm ent......................................................... 1
Other assets.................................................................................  2
7 8
It was noted that in some instances prepaid expenses were included under 
the caption “ Current assets,”  but in the m ajority of the reports this item 
was included under the caption “ Deferred charges.”
With respect to the separate display of “ Accounts receivable from 
officers and em ployees,”  the following was noted:
Accounts receivable— employees and officers (separate cap­
tion) ...............................................................................................  24
No reference to employee accounts, other than for pur­
chase o f capital sto ck ................................................................  54
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The terms “ Capital,”  “ Capital and surplus,”  “ Capital stock and sur­
plus,”  and “ N et w orth”  were all used as captions under which the pro­
prietorship equity is displayed, as follows:
C a p ita l.............................................................. ................................ 5
Capital and surplus................................... . ..................................  8
Capital stock and surplus............................................................  20
Capital stock— either as a general caption or a sub-caption
under “ Liabilities, capital and surplus” .............................  36
Stock (New Y o rk  Central R ailroad)........................................  1
Municipalities and mutual insurance com panies................... 5
Variations:
Common stock and earned surplus.......................................  1
E quity o f common stockholders............................................  1
Stockholders’ eq u ity .................................................................. 1
7 8
In many of the reports no information whatever is given with respect 
to the basis used in the determination of depreciation, other than to state 
that it has been provided for on an acceptable basis. The following tabula­
tion indicates the extent to which the basis for depreciation is stated in 
published reports:
Basis not stated. . .......................................................................... 34
Reference to basis in auditor’s report......................................  19
Reference to basis in separate schedule...................................  11
Reference to basis in president’s com m ent.............................  13
N on e..................................................................................................  1
7 8
In forty-eight of the reports examined the reserve for depreciation has 
been deducted from the related assets. In seventeen o f the reports ex­
amined the reserve for depreciation is displayed under liabilities on the 
right-hand side of the balance-sheet, and in twelve o f the reports examined 
only the net value of the fixed assets is reported, with no mention o f the 
amount of the accumulated depreciation reserve.
During recent years committees o f the American Institute o f Account­
ants have pointed out the importance o f indicating in financial statements 
the basis of valuation used with respect to various asset classifications, 
particularly when the valuation is other than cost. The following tabula­
tion indicates the extent to which this information is contained in pub­
lished reports.
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Valuation is stated— cost, lower o f cost or market— on the 
face o f the balance-sheet, and in some cases by reference:
Inventories and securities....................................................  12
Inventories, securities, and fixed assets...........................  22
Securities o n ly ......................................................................... 8
Inventories o n ly .....................................................................  1
All balance-sheet items amplified, or by reference......... 23
Fixed assets o n ly ........................................... ........................  1
Inventories and fixed assets................................................  2
N o explanation of basis........................................................  9
7 8
On the reports examined treasury stock is displayed as follows:
N o treasury stock reflected on balance-sheets.......................  33
Stated value deducted from capital stock outstanding. . . .  28
*Reflected as an asset.................................................................... 15
Municipalities— no cap ita l...........................................................  2
7 8
No mention is made o f contingent liabilities in fifty-two of the reports 
examined, and it is assumed that in those cases no contingent liabilities 
existed. On sixteen of the reports contingent liabilities are indicated by a 
foot-note. In nine of the reports they are shown “ short” in an insert before 
the total amount of the liabilities is extended.
T h e  A u d i t o r ’ s R e p o r t  
An examination of the auditor’s report or certificate accompanying 
the statements indicates that the splendid work done by the committee 
on cooperation with stock exchanges o f the American Institute o f A c­
countants has been effective in bringing about a general uniformity o f 
form and content o f reports, as shown in the following tabulation:
Form prescribed by American Institute used practically
verbatim ........................................................................................ 28
Above form used, but amplified to include specific verifica­
tions or unusual conditions found in individual cases......... 33
Report patterned after American Institute form, but ex­
pressed differently......................................................................  7
Reports contained the word “ certify” .....................................  2
English or Canadian prescribed certificate.............................. 2
Full report— state and m unicipal...............................................  2
None— 1 bank, 1 rail, 1 telephone, 1 insurance company 4
7 8
* In three cases treasury stock is stated as being held for resale to employees.
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O f these certificates, twenty-eight had the caption “ Certificate,”  
“ Auditor’s certificate,”  or “ Accountant’s certificate.”
T h e  I n c o m e  S t a t e m e n t
The terms “ Income statem ent”  and “ Statem ent o f income and sur­
plus”  are most generally used to designate the statem ent reflecting the 
results from operations. In fifty-five o f the reports examined operating 
results, or the factors entering into the determination o f the operating 
results, were grouped under the following five classifications: “ Gross 
profit,”  “ Operating expenses,”  “ Operating profit,”  “ Extraneous income 
and expenses,”  “ N et income.”  On eighteen of the reports only the follow­
ing are shown: “ Operating profit,”  “ Depreciation deduction,”  “ E x­
traneous income and expenses.”
In all of the income statements essential detail appears to be lacking, 
particularly in view of the fact that among the principal objects which the 
Institute’s committee deemed important for stock exchanges to keep 
constantly in mind were the following:
1. T o  bring about a better recognition by the investing public o f the fact
that the balance-sheet of a large modern corporation does not and 
should not be expected to represent an attem pt to show present 
values o f the assets and liabilities o f the corporation.
2. T o  emphasize the fact that balance-sheets are necessarily to a large
extent historical and conventional in character, and to encourage the 
adoption of revised forms of balance-sheets which will disclose more 
clearly than at present on what basis assets o f various kinds are 
stated (e.g., cost, reproduction cost less depreciation, estimated 
going-concern value, cost or market whichever is lower, liquidating 
value, et cetera).
3. T o  emphasize the cardinal importance of the income account, such
importance being explained by the fact that the value o f a business 
is dependent mainly on its earning capacity; and to take the position 
that an annual income account is unsatisfactory unless it is so framed 
as to constitute the best reflection reasonably obtainable o f the 
earning capacity of the business under the conditions existing during 
the year to which it relates.
While there is apparently a rather general uniform ity in the designation 
o f operating statements in the published reports o f listed companies, there 
is a lack o f such uniform ity in the reports prepared by accountants 
throughout the country. The statement is variously designated as follows:
“ Statem ent of profit and loss,”  “ Statem ent of income and profit and 
loss,”  “ Statement o f income and surplus,”  “ Statem ent of income and 
earned surplus,”  “ Statem ent of operations,”  “ Statem ent of revenues and 
expenses,”  “ Statement of revenues and expenditures.”
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Neither is there any general uniform ity with respect to the inclusion 
of items under such captions as “ Other income,”  “ Deductions from 
income.”  The term “ gross income”  apparently has no general uniform 
meaning. The same is true with respect to the terms “ income credits,” 
“ income charges,”  “ surplus charges and credits.”
In the examination o f consolidated statements, it was observed that in 
most cases no mention whatever was made o f the number and the names 
of the subsidiary companies included, and in a number of cases it was 
observed that there was no mention of the percentage of the capital stock 
of the subsidiary or the subsidiary companies owned by the parent com­
pany.
We all realize, of course, that there are certain limitations with respect 
to uniformity, and that complete uniform ity o f statements is undesirable 
and impracticable. It does, however, seem important that sufficient uni­
formity with respect to the form and manner o f presentation should be 
developed so that the reports and the various items included therein can 
be subject to only one interpretation, and that they furnish a basis for 
intelligent comparison. This can be done without impairing that part 
which judgm ent plays in the determination o f results.
American Institute of Accountants
Progress of the Institute
Upon the election of applicants now 
being voted upon by the council by 
mail ballot, the membership of the 
Institute will be more than 4,500, of 
whom some 750 will be associates. 
About 1,400 members of the American 
Society of Certified Public Accountants 
in good standing August 31, 1936, 
have now been transferred to the Insti­
tute under the plan of merger, without, 
of course, taking into consideration 
approximately 600 members of the 
American Society who were also mem­
bers or associates of the Institute prior 
to the merger.
W a sh in g t o n  O f f ic e
The offices maintained by the Ameri­
can Society up to the effective date of 
the merger will be continued as a 
Washington office of the Institute 
under the direction of Miss B. Arliss, 
who had been the ranking member of 
the staff under the secretary of the 
American Society. She will be assisted 
by another member of the Society’s 
staff, and will be prepared to render 
usual services to out-of-town members 
who may telephone or call at the office 
in the National Press building, and to 
answer inquiries from governmental 
departments as to whether specified 
individuals are certified public ac­
countants and members of their state 
and national professional organiza­
tions. Information about pending legis­
lation or the regulations or personnel 
of government departments will be
available to the Washington office 
through the Institute’s counsel, who 
are also resident in Washington.
S t a t u s  o f  S o c ie t y
Under the merger plan, which has 
become effective in all particulars, all 
members of the American Institute of 
Accountants who are certified public 
accountants automatically became 
members of the American Society of 
Certified Public Accountants, the cor­
porate existence of which is being 
continued in order that no outside 
group may appropriate its name. The 
executive committee of the American 
Institute of Accountants has become 
and will henceforth be the board of 
trustees of the American Society. All 
assets of the American Society and its 
subsidiary publishing company have 
been transferred to the Institute and 
its publishing company.
F e e  f o r  E n t r a n c e  to  I n st it u t e
The only entrance fee for admission 
to the American Institute of Account­
ants will henceforth be $10.00 if the 
applicant is a member of a state so­
ciety of certified public accountants, 
and $25.00 if he is not. The council 
by mail vote has approved an amend­
ment to the rules of the board of ex­
aminers giving effect to this change in 
the application fees, and the old 
initiation fee has been eliminated en­
tirely by amendment of the by-laws. 
The new application fees became effec­
tive as of January 1, 1937, immediately 
following expiration of the time limit
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within which members of state socie­
ties had been invited to apply without 
any entrance fee whatever.
The application fee is not regarded 
as an examination fee. It is to be 
charged regardless of whether exam­
ination is required or not. The fee is 
intended to meet the overhead expense 
of the board of examiners in dealing 
with applications, including printing, 
postage, stationery and stenographic 
and clerical service. The differential in 
the fee is obviously intended to encour­
age certified public accountants to 
join their state societies before sub­
mitting application to the national 
organization.
C o m m it t e e s
The executive committee has held 
two meetings since the annual meeting, 
copies of the minutes of which have 
been sent to all members of council, 
and has supervised all activities of the 
Institute.
The board of examiners has likewise 
held two meetings since the annual 
meeting, at which a large number of ap­
plications have been considered and 
questions in relation to the plan of coop­
eration with state boards in the conduct 
of examinations has been discussed.
The committee on professional eth­
ics has not held a meeting, but several 
cases before the committee have been 
discussed by correspondence.
The committee on budget and finance 
plans within the next month or two to 
prepare a revised budget for the current 
year to replace the tentative one 
adopted by the council at the annual 
meeting. The revised budget will be 
submitted for approval by council at 
its meeting in April, 1937.
The committee on by-laws has under 
consideration several suggested amend­
ments, referred by the executive com­
mittee or the president, some of which
may be presented to the council at 
the April meeting with the recommen­
dation that they be proposed to the 
membership at the 1937 annual meeting.
The committee on federal taxation 
has received from a great many state 
societies, in response to its request, 
recommendations for changes in the 
federal revenue act which may be in­
corporated in a brief to be presented to 
Congress at an opportune time. The 
chairman of the Institute’s committee 
has already conferred informally with 
government representatives and other 
interested persons at Washington.
The committee on publication has 
held two meetings at which necessary 
business has been transacted in rela­
tion to the publication of The Journal of 
Accountancy, T h e  C e r t if ie d  P u b l ic  
A c c o u n t a n t , and several new books.
The committee on state legislation 
has held one meeting and has con­
ducted some correspondence prelimi­
nary to consideration of amendments 
to several C.P.A, laws, the introduc­
tion of which is expected in the near 
future.
The special committee on commer­
cial arbitration, at the request of the 
American Arbitration Association, has 
invited certain state society presidents 
to appoint local committees to collabo­
rate with the national groups.
The chairman of the special com­
mittee on cooperation with bankers is 
planning an informal meeting with a 
representative of the Robert Morris 
Associates to discuss problems which 
might have joint consideration by the 
two organizations during the year.
The special committee on coopera­
tion with bar association has corre­
sponded with the American Bar As­
sociation’s committee on unauthorized 
practice of the law with reference to 
several questions that have come to its 
attention.
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The special committee on coopera­
tion with Securities and Exchange Com­
mission continues discussions with the 
S.E.C. on matters of current interest.
The special committee on coopera­
tion with state securities commission­
ers has corresponded with the National 
Association of Securities Commission­
ers with respect to a proposal that 
registration requirements of state com­
missions be coordinated with those of 
the S.E.C.
The special committee on federal 
corporation law has been giving close 
attention to reports that a bill to 
license corporations engaged in inter­
state commerce may be introduced 
in the current session of Congress.
The special committee on fiftieth 
anniversary celebration (executive 
group) has held three meetings and 
has made considerable progress in 
planning for the celebration of the 
Institute’s fiftieth anniversary at New 
York next October. A tentative pro­
gram and budget have been drafted 
and necessary reservations at the 
Waldorf-Astoria hotel have been made. 
General invitations will be dispatched 
early in February.
The special committee on natural 
business year has continued its active 
cooperation with the Natural Business 
Year Council and has rendered con­
siderable assistance in the preparation 
and circulation of four new pamphlets 
on the natural business year, and in 
the organization of local natural busi­
ness year committees.
Other committees have continued 
work begun last year or have made 
progress in organizing and planning 
their activities for the current year.
D u t ie s  o f  C o m m it t e e s
With a few exceptions formal state­
ments of the duties of committees, 
based on the provisions of the by-laws
and the program of activities prepared 
by the executive committee, have been 
sent to all the members of the respec­
tive committees.
C o m m it t e e  R e p o r t s
Reports of committees for the fiscal 
year 1935-1936 have been printed in 
pamphlet form and copies have been 
distributed to the entire membership 
of the Institute.
St a t e  S o c ie t ie s
Correspondence between the Insti­
tute and the state societies has in­
creased noticeably in the past few 
months, and there is every indication 
that close cooperation between the 
state and national bodies will be the 
natural order of events henceforth.
Committee Appointments
The following additional committees 
appointed by the president are an­
nounced:
S p e c ia l  C o m m it t e e  o n  C o o p e r a t io n  
W it h  B a r  A s s o c ia t io n
John T. Madden, Chairman, New 
York.
J. H. Gilby, Illinois.
George Olive, Indiana.
Otto A. Shults, New York.
Melvin D. Wilson, California.
S p e c ia l  C o m m it t e e  o n  S t o c k  B ro­
k e r a g e  A c c o u n t in g
Fred W. Wulfing, Chairman, New 
York.
H. H. Dumbrille, New York.
Charles Thompson, New York.
O. Kenneth Pryor, New York. 
Joseph J. McArdle, New York. 
Andrew Stewart, New York.
John Dassau, New York.
Election of Members
Eighty-one applicants for admis­
sion to the Institute whose election 
was recommended by the board of ex­
aminers and approved by the council 
by mail ballot have, in the absence of 
protest, been declared elected by the 
president. Sixty-one of the applicants 
were admitted as members and twenty 
as associates. In addition, one associate 
was advanced to membership.
Following are the new members and 
associates:
A d v a n c e d  t o  M e m b e r s h i p  
John Victor Bowser, Pittsburgh
A d m i t t e d  a s  M e m b e r s
Roy M. Abagnale, New York 
Walter B. Bailey, San Francisco 
George A. Bangle, San Francisco 
Frederick M. Bassett, Boston 
John Emmons Bemis, Des Moines 
John Berry, Jr., Philadelphia 
Franklin D. Blumenfeld, Madison, Wis. 
Frederick C. Borde, New York 
Rueben F. Brookstone, Chicago 
Curtis Campbell, Boston 
William G. Campbell, Chicago 
Milton B. Clawson, San Francisco 
Francis Miner Conley, Boston 
Gordon S. Crispin, South Bend
H. H. Dalton, San Francisco 
Sydney H. Danis, New York 
Brete R. Ferguson, Lubbock 
Robert C. Freeland, Asheville, N. C. 
Charles Goldstein, Perth Amboy, N. J. 
J. Charles Granata, Chicago 
Russell H. Hassler, Chicago 
Jay S. Hoffman, Boston 
George A. Johnston, Philadelphia 
Horace F. Jones, Rochester, N. Y. 
Harry E. Judd, Omaha 
Samuel Kanarvogel, New York 
James I. Keller, Miami 
Adolph J. Krueger, San Francisco 
William C. Lawrence, Chicago 
Charles Lipkin, New York 
Frederick W. Lyon, New York 
Malcolm B. McMullen, Louisville 
Ralph Arthur Martin, Chicago
William F. Milton, Miami 
J. A. Mock, Tulsa
A. William Morris, Spokane 
Joseph K. Moyer, Washington, D. C. 
Merlin A. Muth, Chicago
Horace R. Needham, Boston 
C. Rollin Niswonger, Oxford, Ohio 
Phillip J. Noodleman, New York 
Daniel A. Noonan, Jr., St. Louis 
James P. O’Shaughnessy, New York 
Oscar Pearson, Chicago 
George W. Peterson, Chicago 
William H. Peterson, New York
B. B. Phillips, New York 
Maurice S. Preville, New York 
Lester F. Ream, Des Moines 
Robert Siegel, New York
Herbert H. Smith, Jr., San Francisco 
Edward B. Tait, Miami
C. Britten Weber, Buffalo 
Paul John Wedel, New York 
Otto Joseph White, St. Louis 
John W. Wickland, San Francisco 
Charles N. Wilson, Chicago 
William H. Wilson, Buffalo 
Edwin W. Wood, Marion, Ohio 
Harry Wunsch, Port Chester, N. Y. 
William B. Yoder, Philadelphia
A d m i t t e d  a s  A s s o c i a t e s  
Harry F. Bowsher, Lima, Ohio 
Michael G. Carboy, New York 
Harvey T. Casbarian, College Park, 
Md.
Herman O. Corder, Washington, D. C. 
Leo M. Daly, Philadelphia 
John Drury, New York 
William H. Franklin, Chicago 
Charles F. Herrmeyer, Chicago 
Philip W. Janney, Portland, Ore.
Roy Victor Johnson, Los Angeles 
James R. Kirkland, Washington, D. C. 
Daniel Lipsky, New York 
Roy S. Lindgren, Chicago 
Benjamin Regardie, Washington, D. C. 
Theodore K. Riddiford, Chicago 
Alwin F. Rosslow, San Francisco 
William H. Sheldon, San Francisco 
J. Carl Smith, Roanoke 
Sidney T. Spilsbury, New Orleans 
Berthold D. Tiedemann, Washington,
D. C.
II
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Otto M. Cartall
O. M. Cartall, of St. Louis, a member 
of the Institute and partner in the firm 
of Kessler, Cartall & Company, died 
on December 18 , 1936, at the age of 47. 
Mr. Cartall first was admitted to the 
Institute in 1919 as an associate. He 
was advanced to membership in 1936.
Mr. Cartall was born at St. James, 
Missouri. During his early youth he 
lived in Germany, attending public and 
high school in that country. Returning 
to this country in 1904, he completed 
his education and, in 1911, entered 
public accounting practice.
In 1916 he became a member of the 
firm of Kessler, Cartall & Company, 
and in 1918 received a certified public 
accountant certificate from the state of 
Missouri.
Mr. Cartall was a member of the 
Missouri Society of Certified Public 
Accountants.
Patrick F. Crowley
Patrick F. Crowley, chairman of the 
Massachusetts State Board of Regis­
tration of Certified Public Accountants, 
died on November 28, 1936, at his home 
at Lynn. Mr. Crowley was a member of 
the American Institute of Accountants.
Born in North Andover in 1866, Mr. 
Crowley first came to Lynn at the age 
of 21. After some years of employment 
in the leather industry, he was ad­
mitted to the bar in 1913 and became 
a member of the firm of Parson, Wad­
leigh & Crowley. Shortly thereafter 
he became a certified public accountant 
and began the practice of public ac­
countancy. In 1923 he was appointed 
to the Board of Registration of Certi­
fied Public Accountants, and served 
continuously thereafter. At the time of 
his death he was practising as a partner 
in Patrick F. Crowley & Co.
James Hardwick Stagg
James Hardwick Stagg, partner of 
the firm of Stagg, Mather & Hough, and 
of Stagg, Mather & Co., chartered ac­
countants, died of pneumonia at his 
home at New York on January 3rd, 
in his fifty-ninth year. Mr. Stagg had 
been a member of the American Insti­
tute of Accountants since 1917.
Mr. Stagg was born in Withington, 
Lancashire, England. In 1899 he was 
admitted to the Institute of Chartered 
Accountants in England and Wales, 
and in 1907 came to this country, later 
becoming a citizen. For a time he was 
manager of the Mexican office of 
Price, Waterhouse & Co., chartered 
accountants, and in 1911 joined with 
others in the formation of the firm now 
known as Stagg, Mather & Hough.
Mr. Stagg, in 1931 and the two suc­
ceeding years, served on the American 
Institute of Accountants’ special com­
mittee on accounting procedure, and 
in 1933, on the special committee on 
development of accounting principles.
He was also a member of the New 
York State Society of Certified Public 
Accountants and the Institute of 
Chartered Accountants of Ontario. He 
was a member of the New York Ath­
letic Club and of the Woodstock 
Country Club, Woodstock, New York, 
and had served as its president. Mr. 
Stagg was also recently president of the 
Laymen’s Club of the Cathedral of St. 
John the Divine where, for many years, 
he acted as usher.
Thomas A. Thurston
Thomas A. Thurston, of El Paso, a 
charter member of the American In­
stitute of Accountants, died on Decem­
ber 2, 1936, at the age of 67. Mr. 
Thurston was a member of the firm of 
Thurston & Grider. He had been in 
bad health for many months.
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Mr. Thurston entered public ac­
counting practice in El Paso in 1907 
and in 1914, with C. M. Grider, es­
tablished the firm of Thurston & 
Grider. This partnership was one of the 
earliest formed in the southwest.
Mr. Thurston served on the Insti­
tute’s committee on nominations in the 
year 1922-1923 and again in 1924-1925.
Lecture and Study Group
“ The Robinson-Patman act as it 
affects accountants” was the subject 
of discussion at a meeting of the Insti­
tute’s New York lecture and study 
group held on January 13, 1937.
Charles C. James, a member of the 
Institute, associated with Stevenson, 
Jordan & Harrison, management engi­
neers, introduced the subject and re­
sponded to questions following the 
presentation of his talk. Mr. Jordan 
dwelt particularly upon the part which 
accountants will have to play in ad­
vising their clients how they can best 
protect themselves from penalty under 
the act by the maintenance of adequate 
cost-accounting records.
It is planned that no further meetings 
shall be held during the busy season.
“The Need for T ax Reform ”
Reprints of the editorial entitled 
“ The need for tax reform,” which ap­
peared in the January issue of The 
Journal of Accountancy, have been 
sent to members of the senate finance 
committee and the house ways-and- 
means committee of the Federal Con­
gress, and also to members and staff 
of the joint committee on internal 
revenue taxation and to members of 
the Treasury Department and the 
bureau of internal revenue. One mem­
ber of the Institute has been granted 
permission to send copies of the edi­
torial to his clients.
“Accounting Questions and 
Answers”
Copies of a booklet entitled Ac­
counting Questions and Answers, com­
piled from the files of the bureau of 
information of the American Institute 
of Accountants, will soon be mailed to all 
members and associates of the Institute.
Additional copies will be available 
to those who wish to purchase them, 
at a nominal charge.
The executive committee of the In­
stitute has undertaken publication of 
this booklet with two chief thoughts in 
mind: first, that the material will be of 
practical value and, second, that it 
will call to the attention of the In­
stitute’s many new members the exist­
ence of the bureau of information and 
the manner in which it may be used.
For more than 15 years the bureau 
of information has been obtaining an­
swers to technical questions sub­
mitted by members of the Institute. 
There is no charge for the service. The 
answers are not official expressions of 
the Institute in any sense; they are 
purely the opinions of individual mem­
bers to whom the bureau of information 
has referred the question, and the Insti­
tute assumes no responsibility for the 
accuracy or adequacy of the responses. 
The questions and answers are referred 
to the parties concerned anonymously.
It is hoped that the bureau of infor­
mation may serve as a medium for 
continual interchange of professional 
accounting opinions. In these circum­
stances, its records would serve as a 
most valuable indication of develop­
ments in the thought of the profession. 
Accordingly, the membership is urged 
to avail itself of the facilities of the 
bureau. If the demand increases to such 
an extent that the present facilities are 
inadequate, consideration will be given 
to the possibility of increasing them.
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The Program  of Activities
The Program of Activities of the 
American Institute of Accountants, re­
cently distributed to all members and 
associates, has been referred to the pres­
idents of the several state societies of 
certified public accountants with a re­
quest for criticism and suggestions.
The program brought many favor­
able comments and a number of con­
structive suggestions. These have been 
referred to the appropriate committees 
for consideration.
Following are extracts from letters 
received:
“ I am in receipt of your communi­
cation of the 7th instant forwarding a 
copy of the program of activities for the 
fiscal year 1936-37. I have read through 
this program very carefully, and it 
seems to me that the Institute has 
covered virtually every field; certainly 
I have nothing to add thereto.”
H u g h  L. D i c k e r s o n , President, 
Virginia Society 
of Public Accountants
“ The most important problem con­
fronting the Institute is probably with 
respect to the Washington office of the 
American Society. It is my understand­
ing that serious consideration is being 
given to this problem by the executive 
committee, and while advice on it is 
perhaps superfluous, I should like to be 
recorded as of the opinion that an 
office in Washington should be main­
tained for the purpose of securing closer 
contact with the government. . . .
“ Aside from this, I have only two 
other suggestions. One is that the 
Institute, or the Institute Publishing 
Company, undertake the preparation 
of a loose-leaf service comprehend­
ing state accountancy laws, changes 
therein, court decisions in connection 
therewith and rules and regulations of 
state examining boards. . . .
“ The other suggestion has to do 
with payroll taxes levied on account­
ants under the social security act and
the various state unemployment laws. 
It is obvious that, commencing January
1, these taxes will deprive the practis­
ing accountant of an increasingly large 
portion of his income unless some means 
can be found whereby the expense can 
be passed on to the client. If one of the 
Institute committees were to make a 
survey of this problem and formulate 
recommendations as to a uniform policy 
to pursue, this action might prove to 
be of considerable service to the 
profession.”
P a r r y  B a r n e s , President, 
Missouri Society of 
Certified Public Accountants
“ I am impressed by the breadth of 
scope of the program and hope that 
much good may come from it. . . .
“ With respect to the natural busi­
ness year, I believe that more could be 
accomplished by the local societies than 
has been in the past if specific sugges­
tions are made by the American Insti­
tute and a plan evolved whereby all of 
the state societies might join the Insti­
tute in making this a national move­
ment. . . .
“ Now that the merger has been 
consummated, I should like to see the 
American Institute consider ways and 
means of bringing about closer relations 
between the Institute and the various 
state societies. It would not be my 
thought that this should go so far as to 
make the various societies chapters of 
the Institute, but that there should be a 
much closer relationship in order that 
the national organization and the state 
organizations might at all times work 
toward a common goal and expend 
their efforts along one line. I realize 
that there are many local problems 
which the state organizations can prob­
ably best handle for themselves, espe­
cially as to the larger societies;however, 
it does seem to me that such matters as 
the establishment of professional stand­
ards, promotion of standards of ac­
countancy education, development of a 
better professional journal, the matters 
of public relations, etc., can be handled
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more effectively by following a national 
program.”
F r e d  J. D u n c o m b e , President, 
Illinois Society of 
Certified Public Accountants
“ I have already read the program, 
as I am sure have most of the members 
of the Louisiana society, but I welcome 
the opportunity now of expressing my 
personal approbation of the far-reach­
ing objectives contained therein.”
F r a n k  Y o u n g m a n , President, 
Society of Louisiana 
Certified Public Accountants
Retirement of Ada P. Bowen
Ada P. Bowen, assistant secretary of 
the American Institute of Accountants, 
after 19 years of service, has retired as 
of December 31st because of ill-health. 
In accepting Mrs. Bowen’s resignation, 
the executive committee adopted the 
following resolution:
“ Resolved, That the executive com­
mittee of the American Institute of 
Accountants hereby record its sincere 
appreciation of the nineteen years of 
loyal service rendered to the Institute 
by Ada P. Bowen, assistant secretary. 
Her devotion to the welfare of the or­
ganization and her unfailing attention 
to the requests of its officers, commit­
tees and members deserve recognition. 
Her desire now to be relieved of her 
duties is accepted with regret but with 
assurance that she has the best wishes 
of the members of the Institute for her 
future happiness.”
Leslie Banks & Company, of New 
York, announce that H. W. Funk,
O. A. Granlund and H. K. Haas have 
been admitted to partnership.
William A. Hifner, Jr., and Helen 
Hifner Fortune announce the forma­
tion of a partnership under the firm 
name of Hifner & Fortune, with offices 
at 204 City Bank building, Lexington, 
Kentucky.
Accounting for Tax Expense
The following letter from M. A. 
Koffman, together with the comments 
of individual members of the commit­
tee on accounting procedure is pub­
lished because of its general interest:
“ President, T h e  A m e r ic a n  I n s t it u t e  
o f  A c c o u n t a n t s  
“ D e a r  Si r :
“ It is my impression and belief that 
business people, by and large, through­
out our country do not know what 
their total tax expense amounts to. It 
is my further impression that this is 
brought about, at least in some meas­
ure, by reason of allocating various 
types of taxes, whether they be Federal, 
state or local to the several expense 
items which appear in the income and 
profit-and-loss statements. In explana­
tion of what I mean, will say that I 
refer particularly to the major expense 
items of cost of production, usually 
classified as manufacturing expense, 
sales and expenses of distribution, and 
general or administrative expenses. 
The point I am trying to make is that 
I believe outstanding men in the ac­
counting field may well consider the 
possibility of a renaissance in account­
ing practice in adding a fourth group of 
expenses; namely, taxation, subdivid­
ing and accumulating the subdivisions 
under this head for every and all classes 
of taxes which may be expended or 
assessed against a business. After all, 
it does not seem to matter a great deal 
in the final result, but it will have the 
effect of presenting to the heads of 
manufacturing, industry and business 
another divisional group of expense 
items, the magnitude of which I do not 
believe they at the present time grasp. 
The final result will, in my opinion, be 
to make more people tax-conscious and 
possibly at some time in the near future 
result in a demand for reduction in gov­
ernmental expenses which undoubtedly 
is the reason for increasing taxation.
“ Cordially yours,
“ M . A . K o f f m a n ”
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Comment by members of committee:
“ I agree that the matter of taxation 
can be covered more adequately in the 
annual report of a corporation than in 
the financial statements. However, 
many company presidents might not 
wish to make a point of mentioning it, 
whereas the total amount of taxes can 
readily be brought out without special 
reference by showing it as a separate 
item in the statements. Many com­
panies are now doing this; for one rea­
son, I believe, because the Securities 
and Exchange Commission requires 
taxes to be shown separately in form 
10-K, and for another reason so as to 
indicate the important effect which 
taxes have on the income.
“ I believe that, as a result of show­
ing up the figures and in some cases 
commenting on them, the investing 
public at least is becoming to a large 
extent tax-conscious. The following, 
for example, is quoted from a tax news­
letter which reached my desk today: 
‘ Women’s Investors announce 
taxes exceed dividends in most 
corporations. Several, paying divi­
dends of $1 per share, paid taxes 
of $7 to $8.60 per share. Socony- 
Vacuum, for example, paid $89,­
253,422 in taxes, but only $81,­
098,037 in wages. Treasury receiv­
ing protests from religious, scien­
tific and charitable organizations 
that “ gift taxes” are causing them 
endless injury.’
“ I do not think that accountants 
should do anything to discourage this 
movement, but that they might, on the 
other hand, be rendering a real service 
to the community by encouraging it.”
“ It seems to me that what Mr. Koff­
man suggests is that taxes be treated 
very much as depreciation is treated in 
a great many financial statements; i.e., 
set out as a separate item instead of 
being included and buried in various 
items of cost of sales, selling expense, 
administrative expense, net rental in­
come, etc. If it is proper to remove
depreciation from these other groupings 
in order to set it out separately, it 
should be fully proper in the case of 
taxes.
“ It is my personal opinion, however, 
that our trend should be the other way; 
we should get depreciation back where 
it belongs instead of permitting its 
removal to result in understatements of 
various expense groups. This does not 
mean that I would favor any failure to 
disclose the total amount of deprecia­
tion, but that I prefer to see it set out 
parenthetically or in a foot-note dis­
closing the total amount of deprecia­
tion which has been recorded during the 
accounting period. This, of course, is my 
personal opinion and may not be con­
curred in by all of my partners.
“ For the above reason I should dis­
like to see the various expense accounts 
further reduced by the elimination of 
tax expense therefrom. In an effort to 
build up tax-consciousness, however, I 
should not be at all averse to seeing 
corporations make in reference to taxes 
a statement exactly similar to that 
which I suggest in reference to depre­
ciation. This is, of course, already 
being done by some companies.”
Accountancy and the Press
The following statement by Freder­
ick H. Hurdman, member of the execu­
tive committee of the American Insti­
tute of Accountants and chairman of 
the Institute’s special committee on 
cooperation with stock exchanges, ap­
peared under his name in the January 
4th issue of the New York World- 
Telegram:
“ It has been the avowed intention of 
the New Deal to use several of its regu­
latory laws to maintain a standard of 
accounting for industry which will 
assure that adequate information re­
garding financial operations is available 
for investors and prospective investors.
“ Certainly the Securities and Ex­
change Commission and other agencies 
of the government are to be commended
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for the emphasis which they have placed 
upon sound accounting, and especially 
for their insistence that financial state­
ments should be in conformity with 
‘ accepted’ accounting practices.
“ Nevertheless, in estimating the 
contribution of these governmental 
agencies it should be borne in mind 
that those ‘ accepted’ accounting prac­
tices have been assiduously developed 
over a period of many years by busi­
ness itself in cooperation with the 
accountancy profession and without 
assistance or direction from govern­
mental agencies.
“ As early as the Federal corporation 
tax of 1909 the accountancy profession, 
through the American Association of 
Public Accountants, was making rec­
ommendations to Congress on the most 
effective procedure for determining the 
earnings of corporations.
“ Since 1917 there has been active 
cooperation between the credit officers 
of banks and the public accounting 
profession for improvement of cor­
porate reports for the information of 
creditors. The Robert Morris Asso­
ciates and the American Institute of 
Accountants still maintain committees 
which work together for this purpose.
“ The Federal Reserve Board bulle­
tin, Verification of Financial State­
ments, prepared by a committee of the 
American Institute of Accountants, 
was published in 1929 and was immedi­
ately recognized as a standard of audit 
procedure. Revised and re-published 
this year by the Institute, under the 
title Examination of Financial State­
ments by Independent Public Account­
ants, it maintains the same influence.
“ Also noteworthy are the accom­
plishments of the New York Stock Ex­
change. The stock-list committee of the 
exchange has for many years used its 
influence to induce listed companies to 
publish full information, based upon 
‘ accepted’ accounting principles, for 
the benefit of stockholders.
“ It should be pointed out here that 
before the Securities and Exchange 
Commission required that corporations
issue annual reports prepared in ac­
cordance with ‘ accepted’ accounting 
practices and independently audited, 
the New York Stock Exchange had 
made the same requirement a part of 
its listing agreements.
“ The contribution of investment 
bankers, acting through the Invest­
ment Bankers Association of America, 
has also been great. The industrial se­
curities committee of that organization 
in 1932 made a survey of current indus­
trial accounting practices, and in its 
report made recommendations later 
incorporated into the investment bank­
ers code of fair practice under the 
N.R.A.”
American Accounting Association
The American Accounting Associa­
tion (whose name until last year had 
been the American Association of Uni­
versity Instructors in Accounting) held 
its 21st annual meeting at Chicago, 
December 28th and 29th. Officers were 
elected as follows: president, Jacob B. 
Taylor, Ohio State University; first 
vice-president, Sidney G. Winter, Uni­
versity of Iowa; second vice-president, 
F. W. Woodbridge, University of 
Southern California; third vice-presi­
dent, E. A. Heilman, University of 
Minnesota; secretary-treasurer, Henry 
T. Chamberlain, Loyola University, 
Chicago; editor, Eric L. Kohler, Chi­
cago; director of research, W. A. 
Paton, University of Michigan; as­
sistant director of research, A. C. Little­
ton, University of Illinois; members of 
the executive committee in addition to 
the above, Howard S. Noble of the 
University of California, James L. 
Dohr of Columbia University, and 
George H. Newlove of the University 
of Texas.
The program included addresses on 
the topic “ Whither accounting?” by 
Fayette H. Elwell of the University of 
Wisconsin and Harry D. Kerrigan of
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Northwestern University, and round­
tables on accounting instruction, under 
the chairmanship of Ralph C. Jones of 
Yale University, which touched on the 
methods and objectives of elementary 
courses in accounting, practical prob­
lems, trends in cost accounting in­
struction and internal control as a part 
of the curriculum.
A joint session with the American 
Economic Association was also held at 
which A. C. Littleton, professor of ac­
counting at the University of Illinois, 
contributed a paper on “ Concepts of 
capital and income underlying ac­
counting.” The final session was de­
voted to accounting principles. C. 
Rufus Rorem criticized a tentative 
statement of principles published by the 
executive committee of the American 
Accounting Association in 1936. The 
statement appeared in the June issue of 
the Accounting Review and reprints 
were distributed to the audience. Car­
man G. Blough, chief accountant of the 
Securities and Exchange Commission, 
read a paper on “ The need for account­
ing principles,” and Paul L. Morrison, 
investment counselor, spoke on “ The 
interest of the investor in accounting 
principles.” A luncheon for members of 
the association, at which the Illinois 
Society of Certified Public Accountants 
was host, occurred at the Union League 
Club, Chicago, on the second day of the 
meeting. Fred J. Duncombe, president 
of the Illinois Society, presided, and 
spoke briefly about the constructive 
work which might be performed by the 
various accounting organizations with­
out conflict or overlapping.
Hall & Fisher announce that D. A. 
Smith has been admitted to partner­
ship and that the practice of the firm 
will hereafter be conducted under the 
name of Hall, Fisher & Smith, at 511 
Barnett building, Jacksonville.
Communication
E d u c a t i o n  f o r  A c c o u n t a n c y
Editor, T h e  C e r t i f i e d  P u b l i c  A c­
c o u n t a n t
“ D e a r  S i r :
“ The University of Illinois has re­
cently taken another step toward 
recognizing the value of accounting and 
accountancy as important factors in 
the proper development of a well- 
organized and effectively-operated so­
cial structure. Its graduate school has 
authorized the granting of the degree 
Doctor of Philosophy in Accountancy 
beginning September, 1936. In so doing 
it is the pioneer among educational in­
stitutions in this country, if not in the 
world, in offering such an impetus for 
advanced study and research in a 
field which is destined to play an im­
portant role in the establishment of a 
more intelligent society. This intelli­
gence, it is hoped, will take the form of 
a better understanding of the problems 
of business and government, and of the 
relation of individuals to these agencies 
of progress and welfare. Communistic 
ideas do not seem to thrive in the 
minds of those who are trained to think 
correlatively and analytically on the 
complex interests and activities (or 
‘ transactions’) of the individuals in 
the social structure of today and their 
relation to business and government.
“ The action of the University will 
probably have little effect directly 
on professional accountancy practice, 
but indirectly it will in time probably 
assist in creating a more thorough 
understanding on the part of the public 
of the great value of services rendered 
by certified public accountants. It is 
hoped eventually that it will have some 
influence in framing laws on public and 
private finance, taxation, assessment 
of property and auditing, and the dis­
semination of information on such 
matters of public and private interest.
“ I am advising you of this important 
step because I believe you are inter­
ested in such progress, not only as an
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accountant but as a citizen. You 
doubtless know that the accountancy 
staff at the present time consists of 
twenty-one men giving their full time 
to university work and offering in­
struction in practically all fields of 
accountancy. I trust you know that 
we have been giving the Master’s 
degree in accountancy for a number of 
years; also that we require all students 
who receive the Bachelor’s degree in 
accountancy to spend approximately 
three-fourths of their time on other 
subjects including rhetoric, literature, 
business English, mathematics, nat­
ural and biological science, history, 
philosophy, political science, econom­
ics, finance, marketing, production and 
business law. In the graduate work 
also they select some of the fields 
named above for correlative study. 
The accountancy staff can hereafter 
more effectively direct the work of its 
post-graduates but will continue to 
require a broad training.
“ I shall welcome suggestions or 
criticisms from you at any time rela­
tive to any phases of our work.
“ Yours very truly,
“ H . T. S c o v i l l ”
Public Relations
At its recent annual meeting the 
Florida Institute of Accountants adopted 
a plan by which the organization 
should sponsor radio-broadcast ad­
dresses. The first address, on the sub­
ject of the necessity for the distribution 
of current earnings by corporations 
under the Federal revenue laws, was 
broadcast on November 19th from sta­
tion WJAX at Jacksonville. The sta­
tion announcement gave the name of 
the Florida Institute of Accountants 
but did not mention the name of the 
speaker. A copy of the address was 
then sent to members of the institute in 
other cities for broadcast from their 
local stations.
Uniform Accounting for Build­
ing and Loan Associations
The following resolution was adopted 
by the United States Building and Loan 
League at its 44th annual convention, 
held recently in New York:
“ The efforts and hopes of many 
years of building and loan leadership 
to standardize the accounting prac­
tices of the industry concentrated 
last year in a major effort on the part 
of the accounting division of the 
league, the supervisors’ division and 
the examining division of the Federal 
Home Loan Bank Board. The result 
of this cooperation was agreement on a 
standard type of report form to be 
used by all authorities seeking infor­
mation about an association. A care­
fully worked out standard accounting 
system dovetailing with the standard 
report form was worked out by the 
same group.
“ The league looks upon this stand­
ard accounting system as one of its 
major accomplishments in 44 years of 
endeavor, but the benefits to be de­
rived from it will depend upon its 
adoption by the great majority of 
associations.
“ We urge upon every member as­
sociation the conforming of its ac­
counting practices with the standard 
system, so that without any further 
delay than is necessary the savings- 
and-loan business may be in a position 
to develop comparable statistics, to 
measure trends and to overcome the 
differences in accounting procedure 
which tend toward lack of harmony 
within the industry.”
The Ohio Society of Certified Public 
Accountants has reprinted the text 
of the Ohio unemployment-insurance 
act, in pamphlet form, for distribution.
Altschuler, Melvoin & Glasser an­
nounce the removal of their offices to 
suite 1100, 110 South Dearborn street, 
Chicago.
Supreme Court Decisions on Accountancy Acts
Wisconsin
S t a t e  o f  W i s c o n s i n :  I n S u p r e m e
C o u r t
N o. 103— August term— 1936 
Edwin L. Wangerin et al., Appellants, 
v. Wisconsin State Board of Ac­
countancy et al., Respondents
Appeal from an order of the circuit 
court for Dane county: A. G. Zimmer­
man, circuit judge. Affirmed.
This suit was begun on January 13, 
1936, by Edwin L. Wangerin, George 
Heiser, Jr., Ray M. Nosseck and 
William Sidney Schmidt, plaintiffs, 
on their own behalf and on the behalf 
of all others who sustain a like rela­
tion against the defendants, Clarence 
H. Lichtfeldt, Frank A. Yindra and 
Fred C. Kellogg, who constitute the 
Wisconsin State Board of Accountancy, 
as defendants, to enjoin the enforce­
ment of chapter 481 of the laws of 1935, 
being chapter 135 of the Wisconsin 
statutes. From the order entered on 
April 16, 1936, sustaining the defend­
ants’ demurrer to the complaint, the 
plaintiffs appeal.
R o s e n b e r r y , C. J .  The practice of 
accounting was first regulated in 
this state by the enactment of chapter 
337 of the laws of 1913 (secs. 1636-202 
to 1636-211). By that act a state board 
of accountancy was created with au­
thority to hold examinations and to 
issue certificates entitling the holders 
thereof to practise as “ certified public 
accountants.” The board was given 
authority by the act to revoke a cer­
tificate for “ unprofessional conduct or 
other sufficient cause.” The act pro­
vided that if any person should repre­
sent himself to the public as having 
received the certificate provided for 
by the statute or should assume to 
practise as a certified public account­
ant, a certified accountant, a chartered 
public accountant, a chartered ac­
countant or to use the abbreviation
C.P.A. or any other words, letters or 
abbreviations of similar import with­
out having received a certificate to 
practise as a certified public account­
ant, he should be deemed guilty of 
a misdemeanor and might be punished 
by fine or imprisonment or both.
It is conceded that the act was a 
valid enactment. Lehmann v. State 
Board of Public Accountancy (Ala.
1922), 94 So. 94, State v. De Verges (La.
1923), 95 So. 805, Henry v. State (Tex.
1924), 260 S. W. 190, People v. Mar­
lowe (1923), 203 N. Y. S. 474.
Chapter 337 of the laws of 1913 was 
supplanted by chapter 481 of the laws 
1935, which became ch. 135 of the 
Wisconsin statutes and will hereafter 
be so referred to. The 1935 law appears 
to be a very carefully drafted act. Sec.
135.01 provides for the creation of the 
“ Wisconsin State Board of Account­
ancy” to be composed of three persons, 
and vested in the board when created 
certain powers not necessary to be 
described here and made certain pro­
visions as to the manner in which these 
powers were to be exercised. Section
135.02 is an elaborate definition of 
what is meant by practising as a public 
accountant.
A consideration of the provisions of 
this section discloses that anyone who 
holds himself out to the public as one 
skilled in the knowledge, science and 
practice of accounting and. is ready to 
render professional service as an ac­
countant for compensation brings him­
self within the provisions of the stat­
ute. Subsections (2), (3), (4), (5), (6) 
relate to particular ways in which a per­
son may so hold himself out. Subsec. 
( 7) permits the employment of non­
licensed persons by one who is himself 
a certified public accountant or a pub­
lic accountant. Subsec. (8) excepts 
attorneys from the operation of the 
chapter. In view of the claims made 
by plaintiffs, subsection (9) is impor­
tant. It provides:
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“ Nothing contained in this chapter 
shall apply to any persons who may 
be employed by more than one person, 
partnership or corporation, for the 
purpose of keeping books, making trial 
balances or statements, and preparing 
audits or reports, provided such audits 
or reports are not used or issued by the 
employers as having been prepared by 
a public accountant.”
Subsection (10) relates to account­
ants from other states practising within 
this state.
Section 135.03 (1) prohibits any per­
son from practising as a certified public 
accountant until he has complied with 
the provisions of the chapter. Subsec. 
(2) prohibits any person from practis­
ing as a public accountant without 
having been granted a certificate of 
authority. Subsec. (3) related to prac­
tise by corporations and their officers.
Section 135.04 provides that no 
certificate as a certified public account­
ant shall be granted to any person 
except one over the age of twenty- 
three years and of good moral charac­
ter, who has successfully passed an 
examination. Subsec. (3) relates to 
holding examinations. Subsec. (4) pro­
vides that anyone seeking a certificate 
as a certified public accountant must 
have completed four years’ high school 
course or its equivalent, had at least 
three years’ accounting experience and 
provides that a sufficient technical 
education may be accepted in lieu of a 
certain amount of accounting ex­
perience.
Section 135.05 relates to the issuance 
of certificates to persons from other 
states or foreign states. Sec. 135.06 
(1) provides:
“ The board shall issue a certificate 
of authority to practise as a public 
accountant to each individual who 
applies before December 1, 1935, who 
presents evidence of good moral char­
acter satisfactory to the board, and
“ (a) Who furnishes satisfactory evi­
dence he was maintaining an office in 
the state for the practice of public 
accounting on his or her own account
at the date of the taking effect of 
this chapter; or,
“ (b) Who for four years has been in 
responsible charge of accounting en­
gagements in the state of Wisconsin 
as an employed member of the staff 
of a certified public accountant or a 
public accountant, or of a firm of certi­
fied public accountants or public ac­
countants; or,
“ (c) Who, in the opinion of the 
board, has had four years’ experience 
equivalent to that specified in para­
graph (b) of this subsection.”
Subsections (2) and (3) relate to 
certificates issued to firms and cor­
porations.
Section 135.07 specifies the condi­
tions under which one may use the 
title of C.P.A. Section 135.08 relates 
to the annual registration. Section 
135.09 prescribes the fees to be paid. 
Section 135.10 requires any certified 
public accountant or public accountant 
who makes a report, schedule or state­
ment for a corporation in which he has 
an interest, to disclose that interest. 
Section 135.11 relates to the penalties 
for violation of the act. Section 135.12 
relates to the revocation of licenses 
and registration cards.
Plaintiffs contend that chapter 135 
is unconstitutional because (1) it is an 
unlawful and arbitrary exercise of the 
police power; (2) it delegates legislative 
and judicial powers to the board; (3) 
it is class legislation; and (4) it is an 
invasion of the right to be free from 
unlawful search and seizure.
It appears from the allegations of 
the complaint that the plaintiffs were 
entitled to be registered as public 
accountants upon application any time 
before December 1, 1935. Plaintiffs 
do not claim that they applied for 
registration or that it was denied them 
upon any ground or for any cause 
whatever. They are therefore not in a 
position to question the validity of 
those provisions of the statute relating 
to fixing of standards, examinations, 
revocation of licenses, etc. Arnold v. 
Schmidt (1913), 155 Wis. 5 5 , 143 N. W.
22 The Certified Public Accountant
1055, Milwaukee v. Rissling (1924), 
184 Wis. 517, 199 N. W. 61.
The plaintiffs have, however, raised 
the question of the validity of the stat­
ute as a whole. Their principal conten­
tion is that the practice of accounting 
is not subject to regulation by the state 
because accountancy does not affect 
the public welfare and the act is there­
fore an unlawful and arbitrary exercise 
of the police power which infringes the 
freedom of contract. Plaintiffs rely 
upon three cases: State ex rel. Short v. 
Riedell (1925), 109 Okla. 35, 42 A. L. R. 
765, Frazer v. Shelton (1921), 320 Ill. 
253, 43 A. L. R. 1086, and Campbell v. 
McIntyre (1932), 165 Tenn. 48, 32 
S. W. (2d) 162.
Campbell v. McIntyre follows Frazer 
v. Shelton. All matters urged in State 
ex rel. Short v. Riedell are considered 
in Frazer v. Shelton. We shall therefore 
confine our consideration to the hold­
ing in Frazer v. Shelton. There are some 
significant differences in the law of 
Illinois and the provisions of chapter 
135. The Illinois law made it unlawful 
for any person to practise or attempt 
to practise as a public accountant or 
certified public accountant without a 
certificate of registration. It then de­
fined public accounting as accounting 
or auditing service as distinguished 
from bookkeeping on a fee basis, per 
diem or otherwise for more than one 
employer. Chapter 135 provides that 
one who holds himself out to the public 
as skilled in the knowledge and science 
of accounting shall be deemed to be 
practising accountancy, which is quite 
a different thing. No one is prohibited 
by chapter 135 from rendering any 
service he chooses as a bookkeeper and 
may make such statements as his em­
ployers desire him to make provided 
his employers do not use these state­
ments as having been prepared by a 
public accountant. It is only when a 
person holds himself out to the public 
as one qualified to practise accountancy 
as defined in the statute that he comes 
within it. There is another defect in the 
Illinois law. The court said:
“ An examination of the act shows 
that no provision is made for licensing 
any citizen of Illinois as a certified 
public accountant who was not such 
at the time the act went into effect. 
. . . .  Section 4 of the act provides 
that any one who shall receive a cer­
tificate of his qualifications to practise 
as a certified public accountant under 
the act may be known and styled as 
such, and no other person may assume 
the title or use the insignia thereof, 
either by words or letters. Under the 
act the only persons, other than those 
holding foreign certificates, who may 
receive certificates as certified public 
accountants, are those who were certi­
fied public accountants on Octo­
ber 1, 1925. . . . The fact that 
under this act no citizen of Illinois 
not now a certified public accountant 
can become such, clearly demonstrates 
a special privilege accorded to those 
who are allowed to hold themselves 
out as certified public accountants and 
a discrimination against those who are 
not allowed so to do or to become certi­
fied public accountants. This discrimi­
nation is not founded on any reasonable 
basic classification.”
All qualified persons seeking a license 
as certified public accountants are en­
titled to receive it upon compliance with 
chapter 135. The chapter makes pro­
vision for those already engaged in the 
practice of accountancy as prescribed 
therein who do not seek a license as 
certified public accountants by per­
mitting them to practise as public 
accountants. By the terms of the act 
all those who were engaged in the pro­
fession of public accounting when the 
act took effect are entitled to certifi­
cates of authority. In making provision 
for those already engaged in the prac­
tice of accountancy, the legislature 
followed a well established precedent. 
The same thing was done as to physi­
cians, chapter 264, laws of 1897; as 
to dentists, chapter 129, laws of 1885; 
as to pharmacists, chapter 167, laws 
of 1882; as to chiropractors, chapter 
408, laws of 1925; as to chiropodists,
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chapter 550, laws of 1917; as to bar­
bers, chapter 191, laws of 1903. Such 
statutes are valid. Watson v. Maryland 
(1910), 218 U. S. 173.
Plaintiffs complain because, as they 
say, they are demoted in their business 
if they seek certification as public 
accountants; that by obtaining such a 
certificate they are assigned to an 
inferior position in the profession. 
If they are so assigned it is because of 
their qualifications, not because of 
the statute. If they are qualified they 
may be licensed certified public ac­
countants and take what they appar­
ently regard as first rank in the pro­
fession. The statute might very well 
have required all persons who sought 
to practice public accountancy to 
comply with the statute and procure 
a license. The right to be certified as a 
public accountant is something in the 
nature of a privilege and a recognition 
of an existing status. Plaintiffs cannot 
complain because they are not given a 
status to which their qualifications do 
not entitle them.
The supreme court of the state of 
Illinois in Frazer v. Shelton, supra, 
reached the conclusion that the statute 
there under consideration was un­
constitutional because it forbade any 
one who had not received a certificate 
as public accountant from the depart­
ment of registration and education to 
work at the business of accountancy 
for more than one person and deemed 
that an unwarranted regulation of 
private business. The court said:
“ We do not say that it is beyond 
the power of the General Assembly to 
enact a statute requiring that no one 
shall use the term ‘ certified public ac­
countant’ or the term ‘ public account­
ant’ without having met the require­
ments of such an act. . . . There is, 
as we view it, however, a wide differ­
ence between acts of such characters 
and one which provides that no one 
who has not received a certificate as 
public accountant from the depart­
ment of registration and education 
shall be allowed to work at the business
or occupation of accountancy for 
more than one person. Such an act does 
not spring from a demand for the pro­
tection of the public welfare, but is an 
unwarranted regulation of private 
business and the right of the citizen to 
pursue the ordinary occupations of 
iife.”
The prohibition in the Illinois statute 
is much broader than that contained 
in chapter 135, which is set out supra 
[sec. 135.02 (9)].
A person may under contract act as 
bookkeeper for as many persons or 
firms as he chooses. It is when he holds 
himself out to the public as one skilled 
in the profession of accounting that he 
comes within the statute. So far as 
we are able to discover no similar pro­
vision was embodied in the statutes 
under consideration by the supreme 
court of Illinois. Chapter 135 leaves 
the occupation of a bookkeeper un­
touched. A bookkeeper can do any­
thing now that he could do before 
the chapter was enacted except that 
he cannot represent himself to be a 
public accountant. He can render the 
same service to his employers as any 
other accountant may render but it 
cannot be put before the public as 
work of a public accountant or a 
certified public accountant. Chapter 
135 deals solely with the relation of 
the practice of accountancy to the 
public, not to private individuals 
and firms. In Frazer v. Shelton, supra, 
the court made a study of several acts 
in different jurisdictions and it appears 
that there are statutes relating to 
accountancy in Louisiana, Maryland, 
Michigan, North Carolina, Tennessee, 
Massachusetts, Pennsylvania and New 
York. We call attention to this fact as 
indicating that the legislatures of the 
various states consider that the busi­
ness of accountancy should be regu­
lated in the public interest. As pointed 
out in the briefs of counsel the field of 
accountancy has become greatly en­
larged and much more important than 
formerly. We now have income-tax 
laws, estate-and-inheritance-tax laws,
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legislation on the sale of securities, 
blue-sky laws, social-security legisla­
tion and unemployment insurance 
with payroll taxes, bank legislation, 
real-estate brokers’ laws, unfair-trade- 
practice acts, besides all of the work 
done by accountants in the field of rate 
regulation, insurance practice, public- 
utility rates, sale of securities, largely 
resting upon the reputation of the 
accountants who do the accounting, 
and many other aspects of the matter 
which make the whole subject of public 
accountancy a proper field for the exer­
cise of the police power in the interest 
of the public welfare.
This court has taken a somewhat 
different view than the supreme court 
of the state of Illinois in relation to 
police power measures. Compare People 
v. Griffith (Ill. 1917), 117 N. E. 195, 
relating to the practice of optometry 
with Price v. State (1919), 168 Wis. 
603, 171 N. W. 77, relating to the same 
subject. It is by no means certain that 
the supreme court of Illinois would 
hold an act like chapter 135 invalid.
By the court.— The order appealed 
from is affirmed.
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Fred Elliott et al., Appellants, v. The 
University of Illinois et al., Appellees.
Per Curiam: This is an appeal from a 
judgment of the circuit court of Cook 
county sustaining a motion made by 
the appellees to strike the amended 
complaint of appellants and for judg­
ment.
Appellants sought to enjoin the Uni­
versity of Illinois, a corporation, the 
members of its board of examiners for 
certified public accountants, and the 
members of its committee on account­
ancy, from administering and enforcing 
“ An act to regulate the profession of 
public accountants,” approved May
* Unofficial copy.
15, 1903, (Laws of 1903, p. 281) as 
amended. (Laws of 1907, p. 472.) The 
complaint alleged that the act is uncon­
stitutional for various reasons, which 
we will set out and discuss later.
The act provides, in substance, sec­
tion 1, that any twenty-one-year-old 
citizen of the United States, or person 
who has declared his intention to be­
come such citizen, residing in or having 
a place for the regular transaction of 
business as a professional accountant 
in this state, who is of good moral 
character, a graduate of a four-year 
high school or who has an equivalent 
education, and who has received from 
the University of Illinois a certificate of 
his qualifications to practise as a public 
expert accountant as later provided in 
the act, shall be known as a certified 
public accountant. All other persons 
are forbidden to use that title, or 
the abbreviation “ C.P.A.”  The 1907 
amendment to this section provided 
that the annual examinations to be 
held in May, 1908 and 1909, should be 
open to all applicants without regard to 
preliminary educational requirements. 
By section 2 the University of Illinois 
is authorized to determine the qualifi­
cations of applicants for certificates 
under the act and to make rules for 
their examination. It shall appoint 
three examiners, two of whom shall be 
skilled accountants in active practice 
and the third either such an accountant
or an attorney skilled in the practice of 
commercial law. Thirty days’ notice of 
these examinations by advertising three 
successive days in a newspaper at the 
place of holding the examinations is 
required. The examinations shall be in 
“ theory of accounts,” “ practical ac­
counting,”  “ auditing” and “ commer­
cial law” as affecting accountancy, and  
are required to be held at least once a 
year and as much oftener as the uni­
versity deems necessary. Section 3 per­
mits the university to exempt from 
examination applicants who possessed 
the qualifications listed in section 1, 
provided such applicants had had five 
successive years’ previous experience
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as public accountants before making 
application and had been practising as 
public accountants in Illinois on their 
own account not less than one year 
prior to the passage of the act. The 
university is also authorized to exempt 
from examination applicants who had 
practised accountancy outside this 
state for not less than five years next 
prior to the passage of the act and who 
had passed an examination equivalent, 
in the opinion of the university, to the 
examination to be held by it. Section 4 
requires each applicant to pay $25 to 
the university when he files his appli­
cation, and authorizes the university 
to pay not more than $10 per day for 
the services of the examiners, together 
with their necessary traveling expenses. 
All expenses are payable out of these 
fees and no expense incurred is to be a 
charge against the funds of the uni­
versity. By section 5 the university may 
revoke any certificate issued by it “ for 
unprofessional conduct or other suffi­
cient cause, provided that written no­
tice shall have been previously mailed 
to the holder of such certificate twenty 
days before any hearing thereon, stat­
ing the cause for such contemplated 
action, and appointing a date for a full 
hearing thereof by the university; and, 
provided, further, that no certificate 
shall be revoked until a hearing shall 
have been had.”  By section 6 imperson­
ation of a certified public accountant 
is made a misdemeanor, but it is pro­
vided that nothing in the act shall 
make it unlawful for one who is a 
certified public accountant under the 
laws of another state to represent that 
he is, and to practise as, a certified pub­
lic accountant in this state.
Appellants contend that the ac­
countancy act of 1903 was repealed by 
the passage of the act of 1927, entitled 
“ An act to afford protection to the pub­
lic by prescribing and regulating the 
practice of public accounting,”  ap­
proved July 7, 1927. (Laws of 1927, p. 
689.) The two acts deal with different 
subject matter and are not in conflict. 
The 1927 act prohibits the practice of
accounting without compliance with 
its terms, while the 1903 act only pro­
hibits the practice of accounting under 
the title or designation of certified pub­
lic accountant without compliance with 
its terms. Moreover, the 1927 act pro­
vides in section 18 that it shall not be 
construed or taken as repealing, or in 
any way affecting, the act of 1903. 
The question of whether a statute has 
been repealed by implication is entirely 
a matter of legislative intent [Conti­
nental Ins. Co. v. Simpson, 8 Fed. (2d) 
439], and so appellants’ contention fails 
where, as here, the clear intention is 
that both acts shall be in force.
Appellants contend that the title of 
the 1903 act, “ An act to regulate the 
profession of public accountants,”  and 
the body of the act, are not germane, 
as required by section 13 of article 4 
of the Illinois constitution. They say 
that the title purports to regulate pub­
lic accountants only, while the body of 
the act deals only with the issuance and 
use of the title “ C.P.A.”  by certified 
public accountants. The fact that the 
title is more comprehensive than the 
act itself does not bring the act within 
the above constitutional restriction. 
(People v. Roth, 249 Ill. 532; People v. 
Sayer, 246 id. 382.) Restricting the use 
of the title “ certified public account­
ant”  is a regulation of the accounting 
profession and the title is not mis­
leading.
Appellants contend that the act ap­
propriates money out of the state 
treasury, in violation of section 16 of 
article 4 of the state constitution, and 
that it also authorizes the university, 
without warrants being issued by the 
state auditor, to pay the expenses of 
administering the act, contrary to sec­
tion 17 of article 4. Neither of these 
contentions is well taken, because by 
the terms of the act no money is paid 
into the state treasury and none with­
drawn therefrom.
Appellants further claim that the 
effect of the act is to make the state 
liable for debts created by the uni­
versity in administering the act, in vio­
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lation of section 20 of article 4 of the 
Illinois constitution. This argument is 
based on the assumption that the fees 
collected from applicants are to be 
paid into the state treasury, but, as we 
have said, nothing in the act requires 
the fees to be so paid. The act provides 
that all expenses of holding the exami­
nation and issuing certificates shall be 
paid out of the fees paid by the appli­
cants. There is plainly no intention to 
make the state liable for the debts of 
the University of Illinois in violation of 
the constitution.
Much time is devoted in the argu­
ment to the contention that the powers 
conferred on the university in holding 
examinations and granting certificates 
are ultra vires. The university is not 
a private corporation but is an agency 
of the state. It was founded by an act 
of the legislature approved February 
28, 1867, as the “ Illinois Industrial 
University.” In 1885 its name was 
changed to “ University of Illinois.” It 
is maintained by interest from its per­
manent endowment fund arising from 
grants of land from the United States 
and by appropriations from the General 
Assembly. It is governed by a board of 
trustees elected by the people. It is 
managed by a corporation created by 
the state, but the state retains the 
power of selecting trustees, and may 
through other agents than the trustees 
sell and dispose of its property or change 
its charter as the legislature may 
direct. (People v. University of Illinois, 
328 Ill. 377, 382.) The legislature had 
full power to direct the university, as 
the state’s agent, to perform the duties 
enjoined upon it by the act of 1903. 
What we have said on this point also 
disposes of the contention that the act is 
void because it gives the exclusive 
privilege or franchise to issue “ C.P.A.” 
certificates to the university, in contra­
vention of section 22 of article 4 of the 
Illinois constitution.
Appellants next contend that the act 
is void because it delegates legislative 
and judicial powers to the university, in 
violation of article 3 and section 1 of
article 4 of the state constitution. What 
we said in People v. Apfelbaum, 251 Ill. 
18, 23, 24, of a similar provision in the 
medical practice act of 1899, disposes 
of this contention. The language re­
ferred to was: “ Neither the granting 
nor the revocation of a license to prac­
tise medicine is the exercise of judicial 
power, as that term is understood in 
reference to the distribution of the 
powers of government. It is not con­
tended that the state has not the 
power to prescribe the qualifications 
of physicians practising medicine and to 
punish unqualified persons engaging 
in such practice, and the existence of 
such power is not debatable [citing 
authorities]. The possession of the 
required qualifications must be ascer­
tained by some authority, and the 
legislature has imposed this duty upon 
the State Board of Health. In the ad­
ministration of the law the State Board 
of Health necessarily exercises discre­
tion and judgment in determining 
whether or not an applicant possesses 
the required qualifications, and to that 
extent its action is judicial in character, 
but it is not the action of a court or 
action appropriate for a court. It is sim­
ilar in its nature to the acts of assessors 
in valuing property for taxation; of 
boards of review in reviewing such 
valuations; of clerks of courts and of 
sheriff’s in approving bonds taken by 
them; of commissioners of highways in 
laying out and opening roads; of city 
councils in granting or revoking licenses 
to keep dramshops, or of superintend­
ents of schools in granting or revoking 
teachers’ certificates. In none of these 
cases does the tribunal engaged in the 
execution of the law exercise judicial 
power within the meaning of the con­
stitution. ‘ The power exercised is 
ministerial, only, although, as an inci­
dent to its exercise, the board is re­
quired to do a judicial act, or, rather, 
an act which is in its nature judicial. 
No law is construed or applied by the 
board and no legal rights are sub­
mitted to and adjudicated by it, with­
out which, we have seen, judicial power
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is not exercised.’ (Owners of Lands 
v. People, 113 Ill. 296.) In that case are 
cited many cases illustrative of the dis­
tinction between the exercise of judicial 
power and of judgment and discretion 
in the performance of administrative 
or ministerial functions.” Other cases 
in which we have reached the same con­
clusions are People v. Flaningam, 347 
Ill. 328, Mitchell v. Lowden, 288 id. 327, 
people v. Stokes, 281 id. 159, and People 
v. Brady, 268 id. 192. In the act under 
consideration the legislature has estab­
lished the qualifications for a certified 
public accountant, and the University 
of Illinois has the purely ministerial 
function of determining if the applicant 
has those qualifications.
Appellants contend that the ac­
countancy act of 1903 deprives them of 
due process of law, in contravention of 
sections 1 and 2 of article 2 and section 
22 of article 4 of the Illinois constitu­
tion and the fourteenth amendment 
to the constitution of the United States. 
It is insisted that the act is unconstitu­
tional exercise of the police power be­
cause it does not embrace any regula­
tions necessary to maintain the public 
health, comfort, safety or welfare. It is 
urged that the university is granted ar­
bitrary power in administering the act, 
thus permitting unjust discrimination 
between persons coming within the 
same class, and that discriminations 
against citizens of Illinois are made in 
section 5 because their certificates may 
be revoked, while certified public ac­
countants licensed by other states are 
not subject to the act.
Appellants are not in position to 
complain that section 5 of the act is 
unconstitutional, because they do not 
allege that they are about to have their 
licenses revoked or that the University 
of Illinois is threatening to revoke their 
licenses. They specifically allege that 
they have no licenses. The same is true 
of section 6, which punishes the act of 
impersonating a certified public ac­
countant or using the title “ C.P.A.,” 
because appellants do not claim that 
they are using the title of certified pub­
lic accountant or that they are threat­
ened with prosecution. To raise the con­
stitutionality of a particular provision 
of a statute appellants must be directly 
affected by the provision attacked, 
otherwise our decision as to the validity 
of such provisions would be mere dic­
tum. Winberry v. Hallihan, 361 Ill. 121, 
131; People v. Diekmann, 285 id. 97.
The contention that the legislature 
cannot regulate the use of the title 
“ C.P.A. ” is based mainly on the case of 
Frazer v. Shelton, 320 Ill. 253. We there 
held the accountancy act of 1925 un­
constitutional because it forbade the 
practice of accountancy by a person 
acting as an accountant for more than 
one person without a certificate, as pro­
vided in the act. We said that there is 
nothing in the business of accountancy 
requiring such restriction and de­
nounced the act as an unwarranted 
regulation of private business. In that 
decision we impliedly approved the 
accountancy act of 1903 when we said 
(p. 269): “ We do not say that it is be­
yond the power of the General As­
sembly to enact a statute requiring 
that no one shall use the term ‘ certified 
public accountant’ or the term ‘ public 
accountant’ without having met the 
requirements of such an act. Such a 
provision may well be within the power 
of the legislature on the ground that it is 
to the public interest that no one shall 
use a term indicating that he has been 
examined and certified as an accountant 
when such is not the fact. Of such char­
acter was the accountancy act of 1903, 
herein referred to. . . . Such is a mis­
representation which the legislature 
may prevent by statute.”  Again, at 
page 267, we said: “ Counsel for ap­
pellee have cited cases which hold that 
the accountancy acts considered therein 
are valid. The acts referred to in those 
cases, however, contained no provision 
prohibiting any citizen following the 
business of an accountant though em­
ployed by more than one employer. 
They are acts which regulate the use 
of the term ‘ public accountant’ or 
‘ certified public accountant.’ ” We hold
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that it was within the power of the legis­
lature to regulate the manner of acquir­
ing and the use of the title “ certified 
public accountant,” and that the act 
is not an unreasonable exercise of the 
police power of the state.
There is no arbitrary power con­
ferred on the University of Illinois and 
no arbitrary and unreasonable classifi­
cation results from the provisions of 
section 3 by the power given to exempt 
certain resident and certain non-resi­
dent public accountants from examina­
tion. Legislation which is designed to 
license members of a profession may 
validly exempt those already engaged 
therein or those who have had experi­
ence for the time required by the act, if 
the exemptions are reasonable and ap­
ply equally to all similarly situated. 
(Frazer v. Shelton, 320 Ill. 253; People 
v. Evans, 247 id. 547; People v. Logan, 
284 id. 83.) We said in Williams v. 
People, 121 Ill. 84: “ This proviso does 
not confer upon the ten years’ practi­
tioners any special privilege, immunity 
or franchise. It does not confer upon 
them anything— it leaves them as they 
are.” No oppressive results spring from 
section 3 of the act, and appellants’ 
contention must be overruled.
Appellants rely on Lasher v. People, 
183 Ill. 226, in support of their con­
tention that this act delegates to the 
University of Illinois appointing pow­
ers vested in the governor by section 10 
of article 5 of the constitution. How­
ever, we held in People v. Evans, 247 Ill.
547, that the phrase, “ and whose ap­
pointment or election is not otherwise 
provided for,” is plain and unambigu­
ous in meaning. We also held it clearly 
indicates that an office established by 
the constitution, with a different man­
ner of filling such office than by the 
governor’s appointment, is not subject 
to the portion of the section which pro­
vides that “ the governor shall nomi­
nate, and by and with the consent of 
the senate,” shall appoint all officers, 
etc. We said that it is equally true that 
if an office be created by the legislature 
and a method otherwise than by nomi­
nation and appointment by the gover­
nor to fill such office is provided for by 
law, such law would not be subject to 
constitutional objection on the ground 
that the legislature had deprived the 
governor of a part of his appointing 
power. In the Lasher case we held that 
the power of appointment is a special 
franchise, which under section 22 of 
article 4 of our constitution could not 
be granted to any private corporation, 
association or individual. No such as­
pect is presented in the case before us. 
Provision is made by the statute for the 
selection and appointment of the three 
examiners by the University of Illinois, 
a public corporation and an agency of 
the state. This does not contravene the 
constitution.
The judgment of the circuit court of 
Cook county is affirmed.
Judgment affirmed.
J o n e s  and F a r t h in g , JJ., dissenting.
What Accountants are Saying
Federal Taxing for 1937
By G e o r g e  O. M a y , o f  N e w  Y o r k , in 
the New York “ Sun”
C a p i t a l  G a in s  a n d  L o s s e s—Shar­
ing interest with the question of the 
modification of the undistributed prof­
its tax is that of a change in the law 
relating to the taxation of capital gains. 
No one can deny the difficulty of this 
question; fortunately, it is not in any 
sense political. There seems to be today 
a strong and growing feeling that the 
law should be changed. The arguments 
in favor of that course are too well 
known to require restatement here— 
instead, consideration will be directed 
to the possible alternatives.
While recognizing the weight of the 
argument to the contrary, I believe 
that the wisest course would be to 
abolish such taxation, though if this 
were done it would be necessary to in­
troduce carefully drawn provisions to 
guard against any substantial loss of 
revenue through the conversion of what 
is, in substance, current income, into a 
specious form of capital gain. The task 
of drafting effective provisions for this 
purpose, though difficult, is not, I 
think, any more formidable than many 
similar tasks that have been under­
taken in safeguarding the revenue in 
the past.
If this broad solution is not to be 
adopted, at least steps should be taken 
to cover the following points: first, 
capital gains and losses should be 
excluded entirely from the return of 
ordinary income and separately taxed; 
second, provisions for allowance of 
capital losses should be liberalized— 
perhaps by allowing losses to be carried 
forward for a period of, say, six years,
so as to make the law reasonably equi­
table in its effect; third, the rate of taxa­
tion should be reduced to a point at 
which it would not act as a strong de­
terrent to the taking of profits or an 
undue encouragement to the taking of 
losses.
C a p i t a l  G a in s  D i s t in g u is h e d  f r o m  
T r u e  I n c o m e—The treatment of capi­
tal gains and losses as a subject of taxa­
tion entirely separate from ordinary 
income is, I think, highly desirable, not 
only from a fiscal standpoint but in 
order to discourage the habit of thought 
which has unfortunately developed and 
regards capital gains as similar in char­
acter to ordinary income and available 
to be expended in the same way. I be­
lieve the preoccupation with capital 
gains and the failure to distinguish be­
tween the nature of such gains and real 
income have had, and continue to have, 
undesirable social effects.
I n v e s t m e n t  T r u s t s—A special case is 
presented by the so-called investment 
trusts, some of which regard capital 
gains as profits made in the ordinary 
course of business. Certainly the treat­
ment of capital gains and losses realized 
by other classes of corporations out­
side the ordinary course of business 
should not be governed by the consid­
erations which apply in the case of such 
trusts. As matters stand, many of these 
companies are deterred from taking 
profits because of the tax burden which 
the realization would entail on the 
corporations if the profits were not to 
be distributed, or on the stockholders if 
they were to be.
 Possibly the action of the framers of 
the tax law in respect of investment 
trusts might be coordinated with that
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of the Securities and Exchange Com­
mission. Freedom from tax on capital 
gains might perhaps be accorded to 
those companies which would so amend 
their constitutions as to exclude capital 
gains and losses from the determination 
of income and of current dividends. 
Special distributions from accumulated 
gains might be permitted under careful 
restrictions, and be treated for tax pur­
poses as returns of capital.
C a p it a l  G a in s  T a x  a n d  th e  Sto c k  
M a r k e t — T here has been evidence of  
serious concern in governmental cir­
cles in regard to the recent trend of  
prices on the stock exchanges. M an y  
factors no doubt have contributed to 
bring about the rapid rise which has 
taken place; reaction from undue pes­
simism to perhaps unwarranted ex­
ectations, low interest rates, foreign 
buying, as well as a genuine improve­
ment in business— all have contributed. 
Unquestionably, however, the existing 
capital gains tax, which discourages 
sales, is also a contributing factor. The  
taxation o f capital gains is essentially a 
field in which the principle of diminish­
ing return operates, in that the amount 
o f profits realized and subject to taxa­
tion declines as the rate of tax is in­
creased, and there is no w ay in which 
the Government can compel the taking 
o f profits. It would seem that revision 
of the law along the lines which have  
been indicated could be effected with­
out any considerable sacrifice o f reve­
nue, with resulting improvement to our 
tax structure and with  highly desirable 
collateral effects.
Fundamental Requirements If Ex­
aminations and Qualifications 
Are to Approach the Ideal
By N orman  E. W e b st e r , before Michi­
gan Association of Certified Public 
Accountants
I shall pose the two premises upon 
which this paper will be based. These 
premises are that certified public ac­
countancy is a national profession, and
certification for that national profes­
sion is a state function. . . .
Certified public accountancy is a 
national profession because it serves 
business which has been nationalized, 
with which it grew up, and which it 
understands. While its application is 
subject of course to the differences in 
that which, for lack of a better name, 
we call “ commercial law,”  its broad 
foundation rests in economics and 
mathematics which fortunately do not 
change with administrations or become 
obsolete when we cross state lines.
My second premise, as stated at the 
outset, is that certification for the na­
tional profession of certified public ac­
countancy is a state function. Perhaps 
you wonder why we should spend time 
on that since that it is a state function 
is an accomplished fact in all the states 
and possessions. However, we should 
remember that some well-meaning ac­
countants, whose information, ideal­
ism and professional judgment are 
probably superior to mine, point to 
the honorable history of accountancy 
in Great Britain and throughout the 
Empire where the function of certifica­
tion is performed by the Institute, the 
Incorporated Society and the similar 
organizations in the dominions. I wish 
to add my word of praise to theirs. 
And in doing so I wish also in all sin­
cerity to pay my respects to the British 
accountants for the training in both 
theory and practice which they give 
to their staff apprentices. But good as 
are their results, the apprenticeship 
system has never taken deep root in the 
United States, and it appears that dis­
cussion of it among us is more academic 
than practical. As our cousins would 
perhaps say to us were the situation re­
versed and we were urging our methods 
on them, “ Why, it just isn’t done.”
Then, too, this function of certifica­
tion is not, I believe, the only difference 
between the British societies and ours. 
The British somehow have a flair for 
making some privately organized in­
stitutions into quasi-public ones. Whether 
or not we would do well to copy them
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is not all that we have to consider. If 
our societies granted certificates, the 
charge of monopoly would be heard 
even oftener than at present.
And, further, it seems to me that 
those who point to Great Britain and 
urge that here certification should be a 
society function have failed to make 
the proposed change fully comparable 
with the system which they profess to 
admire. In England and Wales there 
are two societies, I believe, in Scotland 
three, and in Ireland one; in all at least 
six, perhaps one or two more. This is in 
contrast with our societies in forty- 
eight states besides the possessions, for, 
of course, it is our state societies which 
politically most nearly resemble the 
societies in Great Britain. In so far as 
I know there never has been in that 
country one or even two societies which 
corresponded in any way with our 
American Institute and our American 
Society— now so happily wedded into 
one great professional body which em­
braces accountants of the whole coun­
try as no British society does over there.
Thus far we have considered this 
function of certification solely from 
its theoretical or academic side. But it 
has a practical side. Doubtful as it 
seems to me that many, if any, of the 
states would relinquish their direct 
control of certification, even to the 
state societies all members of which 
held state certificates, I believe it to 
be almost certain that some states 
would not consent to turning this func­
tion over to any body, the majority 
of whose members were citizens of 
other states. We have a few instances 
of joint action by two or more states. 
However, they are few and do not, I 
think, suggest that the practice will 
grow. . . .
If I am right in asserting that certi­
fied public accountancy is a national 
profession, more so probably than any 
other, it seems to follow of necessity 
that all certified public accountant cer­
tificates of all dates and from all states 
should have or come to have an equal
value in the estimation of the business 
community. . . .
I asked you to agree that all should 
have or come to have an equal value. 
I hope that you will so agree. As for 
myself, I believe that they not only 
should come to have but even now do 
have an equal value. I do not assert 
that certified public accountants have 
an equal measure of ability. I do not 
assert that examinations in different 
states have been equally severe or 
equally easy. I do not even assert that 
examinations in my state have re­
mained at the same grade.
The equal value to which I here refer 
is that as to each certified public ac­
countant the business world should 
feel confident that the holder has sub­
mitted himself to the judgment of 
responsible and qualified examiners 
and has satisfied them that he pos­
sessed the foundation upon which a 
structure of satisfactory practice can 
be erected. . . .
But let us look ahead and consider 
what we may do to develop more fully 
this desirable parity, this equal value 
which we wish all certificates to have 
or to come to have. I suggest that the 
fundamental requirements should meet 
approved standards, advanced from 
time to time, but that they need not 
be uniform. . . .
No, uniformity is not possible. I 
doubt whether it is desirable. But 
standardization is practicable and will 
promote this estimation of equal value. 
Educational curricula and examination 
questions will and should differ. After 
providing for the fundamentals of ac­
countancy knowledge they should take 
note of and be responsive to the needs 
of the communities which they serve. 
And within a reasonable period of time 
all states should have advanced their 
requirements as to academic and tech­
nical education and as to practical 
experience to where they will have 
caught up with those who for a time 
have led or even to where they in turn 
will be leading.
Meetings and Elections
Illinois Society of Certified Public 
Accountants
Date: November 30, 1936.
Place: Chicago.
Speaker: Walter A. Staub, of New 
York, “ The revenue act of 1936.”
Maryland Association of Certified 
Public Accountants
Date: December 8, 1936.
Place: Baltimore.
Speakers: Arthur C. Meade, “ General 
changes in corporation returns and 
the computation of normal tax.” 
Robert T. Taylor, “ Dividends as 
distribution of profits.”
Leslie W. Baker, “ Computation of 
surtax on undistributed profits.”
New Jersey Society of Certified Public 
Accountants
Date: December 18, 1936.
Place: Newark.
Speakers: Herman A. Gray, chairman 
of the Unemployment Insurance 
State Advisory Council of New 
York, “ Unemployment insurance 
— federal and state.”
Harry H. Tukey, field representative 
of the Social Security Board, 
“ Application of the federal old 
age benefits program.”
New York State Society of Certified 
Public Accountants
Date: December 14, 1936.
Place: New York.
Speakers: David L. Podell, member of 
the New York Bar, “ The certified 
public accountant’s responsibility 
to third parties for financial state­
ments to which he certifies.”
A. S. Fedde, of New York, “ The 
ambit of duties and responsibili­
ties of the certified public ac­
countant.”
John L. Redmond, first vice-presi­
dent of the New York Credit 
Men’s Association, “ The duty of 
the certified public accountant to 
the business community as distin­
guished from his duty to his client.” 
Ohio Society of Certified Public Ac­
countants 
Columbus Chapter 
Date: December 18, 1936.
Elections: President— Irvin G. Stirg­
wolt, of Columbus.
Vice-president— F. A. Boland, of 
Columbus.
Secretary-treasurer— Clarence Ges­
ell, of Columbus.
South Carolina Association of Certi­
fied Public Accountants 
Date: December 11, 1936.
Place: Columbia.
Elections: President— L. A. Searson, of 
Columbia.
Vice-president— John M. Palm, of 
Greenville.
Secretary and treasurer— C. C. Mc­
Gregor, of Columbia.
Utah Association of Certified Public 
Accountants 
Date: December 16, 1936.
Place: Salt Lake City.
Elections: President— Frank L. Ostler.
Vice-president— C. I. Fox.
Secretary-treasurer— Ralph Nielson. 
Wyoming Society of Certified Public 
Accountants 
Date: December 19, 1936.
Place: Casper.
Elections: President— Kenneth Cox, of 
Sheridan.
Vice-president— O. M. Cordle, of 
Casper.
Secretary-treasurer— Charles S. 
Chapin, of Casper
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Bulletin of the American Institute of Accountants
Services to Members
TH E membership of the American Institute of Accountants has almost doubled during the last 12 months. M any members, 
therefore, can be assumed to be not entirely familiar with the more 
personal services which the Institute is in a position to render. 
These are briefly outlined in the program of activities published re­
cently by authority of the executive committee. Each member is 
urged to study the program carefully, so that he m ay understand 
fully how he can profit most by his membership.
To mention only a few of the Institute’s facilities for service, 
there are:
The publications, which from month to month present the news 
and literature of the profession.
The library, which comprises the largest collection of books on 
accounting and related subjects in the world. Volumes in the circu­
lating division can be borrowed by mail at no expense other than 
the cost of postage.
The bureau of information, which provides a means for the anony­
mous exchange of technical information among members.
The book shop, through which members can order any volume 
for which a need arises.
The lecture and study group, which provides an opportunity for 
informal discussion of matters closely related to the everyday prac­
tice of members. The New Y ork group is now in its second successful 
season. The office of the Institute will be glad to assist in the for­
mation of similar groups in other communities.
The benevolent fund, from which financial assistance is rendered 
members of advanced years who find themselves in difficult cir­
cumstances.
While not maintaining a formal employent service, the Institute’s 
office will endeavor to find suitable positions for members who are 
available for employment.
It is safe to say that no service which proves itself useful to mem­
bers will be discontinued or even diminished in scope. Members are 
encouraged to make frequent use of the Institute’s facilities, for the 
organization itself grows by the assistance it gives its members, and 
with the organization, the profession grows.
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Training the Beginner in Public Accounting
BY I. B. MCGLADREY
A GREAT deal of thought has been given recently by practising accountants, state regulatory bodies and educators to the question: 
What constitutes the best training for the practice of public accounting ? 
I believe that much light could be thrown on the subject if practitioners 
were to speak more freely of their own experience with new staff members. 
We, as practitioners, are able to observe the young man at work and 
ascertain the qualities and attainments which best assure his progress.
Before, however, entering into such a discussion, a few words regarding 
the initial training of beginners in accountancy in Great Britain, where the 
modern profession had its inception, might not be out of place.
In the first place it may be noted that the profession rests upon a differ­
ent basis in Great Britain. In this country some state agency, usually a 
board of accountancy composed of practising certified public accountants, 
appointed by the governor, issues certificates based upon an examination. 
In Great Britain no state-granted certificates are issued. Instead, certifi­
cates of membership in the various accountants’ societies constitute the 
practitioners’ evidence of proficiency.
Membership in the leading accountants’ organizations is not granted 
as the result of a single examination. Instead, the beginner is usually re­
quired to serve an apprenticeship, commonly of five years, under a mem­
ber of the society which the novice desires to enter. Instead of one exami­
nation, he is required to pass three, a preliminary, an intermediate and a 
final.
The by-laws of the organization to which the member belongs generally 
prescribe the terms of the apprenticeship. In the case of some societies 
a substantial fee must be paid to his employer for the privilege of ap­
prenticeship, although this is sometimes remitted after a certain number 
of years of service. The beginner there is known as an articled clerk. Most 
of the British societies restrict the number of such articled clerks any one 
member may train. In the Institute of Chartered Accountants in England 
and Wales the number is restricted to two. The Scottish chartered ac­
countants appear to be training about one apprentice for each member, 
on the average.
The British system of apprenticeship results in well trained accountants. 
It is doubtful, however, whether it could ever be established here.
Professional accountancy in this country, while indebted largely to 
Great Britain for its inception, as might be expected developed along its
N o te .— M r. McGladrey, the author of this article, is a member of the American Institute o f  
Accountants, practising at Cedar Rapids, Iowa.
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own lines. In this it is analogous to the m anufacture of automobiles which, 
although it had its beginning in other countries, developed along national 
lines in this country.
V ery great credit m ust be given our educational institutions, particu­
larly our universities, for the m arked advance in professional practice in 
recent years.
Practising accountants are turning more and more for new staff men to 
graduates o f the colleges o f commerce who have majored in accounting. 
In the case o f our own firm, the m ajor portion o f our staff is composed of  
such graduates.
O f course, the mere fact that a man has taken such an accountancy course, 
has been “ exposed to an accountancy education,” does not necessarily 
mean th a t he will m ake good material for the developm ent o f a future 
accountant. H e m ust have demonstrated his fitness during the course of 
such work. I believe it can not be gainsaid that the accounting professors 
at our universities can generally be relied upon to give absolutely fair and 
reasonably accurate appraisals o f the potentialities o f their graduates.
For the training of those who have not been fortunate enough to take  
a regular resident course, extension courses have been established b y  m ost 
universities and a few truly great correspondence schools have been de­
veloped. In addition to these it is sad to have to relate that innumerable 
correspondence courses in accountancy have been offered, o f varying  
degrees o f goodness (or badness), and m any of these have not scrupled to 
use advertising, the flam boyancy o f which at times approaches the ridicu­
lous.
Space will not be taken here to attem p t to describe the long, hard 
grind necessary to transform the raw addition to the staff (full though he 
m ay be of theoretical accountancy) into a proficient accountant. T h a t  
transformation is the work o f years. Suffice it to say that in the case o f our 
own firm the percentage of those who fall b y  the wayside in the steep climb  
has been very m aterially reduced since, m any years ago, we made the fol­
lowing initial requirements for engagem ent as a junior: that the applicant 
shall be a college graduate, preferably that of the college of commerce of  
a university; that he shall have majored in accountancy; and th a t his 
gradings in accountancy subjects, m athem atics and English shall have  
been high. O f  course, we sometimes accept other educational training and 
experience in lieu o f the foregoing if  we feel that such training and ex­
perience are substantially equivalent.
T h e necessity for proficiency in accountancy subjects is self-evident, 
but the question is often raised as to w h y reliance should be placed on 
gradings in English and higher m athem atics, particularly the latter.
W ith reference to the value to the accountant of training in English, it 
m ay be said that, when the auditor has verified and analyzed his facts and 
has arrived at his conclusions, the first part only of his jo b  has been done.
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Unless he can in his report convey the results of his work to others he 
will be like those o f whom the poet has said, “ Alas for those who never 
sing but die w ith all their music in them .”
There is more doubt as to the value of proficiency in higher m athem at­
ics, since direct use is seldom made o f such training in the ordinary work 
o f the accountant. I feel, however, that the graduate who is to m ake a real 
success in the accountancy profession m ust have the type of mind which  
would enable him to obtain high grades in this subject.
In a broader sense all o f the academic training of the college course is 
valuable to the prospective entrant into the accountancy profession. It  
furnishes the cultural background which should enable the future account­
ant to analyze the m any problems he will m eet in the business world. For, 
in spite of the clamor of demagogues against business men, it is apparent 
to the thinking observer that business in its broadest sense furnishes the 
world w ith food, clothing, shelter, amusements, transportation and even  
the mechanics necessary for culture. T h e  solution of the m any complex 
problems of business requires trained minds.
I t  m ay be said in passing that the initial steps in the w ay o f trans­
formation of the raw recruit in this country into the veteran accountant 
would be less thorny if  the beginner would realize the importance of ac­
curacy in his work. W hen the senior in charge of an audit has to divert 
his attention from his own work in order to find out w h y the detail com­
piled b y  his junior assistant does not “ tie-in ” w ith the rest of the job,  
especially when the junior hands it in w ithout having taken the trouble of  
attem pting to prove it, the ju nior’s rating is certainly not improved.
This lack o f ability to handle accurately masses of detail (sometimes 
called b y the accountant “ shoveling figures” ) is more noticeable in the 
college graduate than in the beginner in public accounting who works 
his w ay into it b y  w ay o f private accounting and some correspondence- 
school course.
I f  the college graduate, however, gets some training b y  keeping a set 
o f books for a business concern before entering the public-accounting field, 
this difference does not appear. T h e  college man who goes directly into 
public accounting w ithout the advantage o f this practical experience 
m ight obviate part of the disparity b y  puttin g him self through a brief 
course of training in adding and cross-footing columns o f figures, also in 
m aking extensions, balancing a mass o f details against a control, etc. 
A bove all, he should fix in his m ind the vital importance of absolute ac­
curacy in the handling o f  figures.
Perhaps it m ay be wondered w h y accuracy has been so stressed and 
nothing is said about the importance o f the knowledge o f accounting  
principles. T h e answer is that usually no difficulty is experienced on ac­
count o f lack o f knowledge o f principles during this period, whereas much  
is found on account o f lack o f accuracy. T h e top-notch college graduate is
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well grounded in accounting theory, and this knowledge stands him in 
good stead as soon as he has established himself on an accounting staff.
Both the employer and the young man expecting to enter accountancy 
have a natural interest in the salary rates prevailing in the profession. 
I have obtained from fellow practitioners in different parts o f the country 
some very instructive information on this subject.
One accountant of national reputation and wide contact with conditions 
says:
“ It is m y judgm ent that the average income of the certified men in the 
city of N ew  Y ork, for instance, compares favorably with the average in­
come of the lawyers, doctors, engineers, dentists, etc., and that same state­
ment is true with regard to conditions in Phoenix, Arizona, or in Cedar 
Rapids, Iowa, if  you wish to be specific, but you can not compare N ew  
York city, Phoenix and Cedar Rapids on a basis of comparative incomes.
“ M y  stock illustration as to income is the fact that I knew one account­
ant who has not done any work for some time at a less fee than one thou­
sand dollars a day, but to use that as an illustration as to what the possible 
— to say nothing about the probable— income that a youngster m ight ex­
pect is out o f the way. I know some accountants, C .P .A ’s, who probably 
have not averaged ten dollars a day during the last few years.”
A  former president o f one of our national accountants’ organizations 
writes from Chicago:
“ The range o f salaries for this locality runs about as follows:
Initial beginning ju n io r.....................  $ 90.00-$100.00 per mo.
Junior.....................................................  100.00- 150.00 “  “
Semi-senior...........................................  150.00- 200.00 “  “
Senior.....................................................  200.00- 400.00 “  “
Supervisor............................................  400.00- 600.00 “  “
“ In addition to this range of salaries, many concerns have bonus and 
profit-sharing plans in which all grades from seniors up participate. I 
think that this range might apply in most of the larger centers in the 
country.”
I quote from the answer of a man who is in a position to be unusually 
well informed on accountancy matters to a recent inquiry concerning the 
range of staff salaries:
“ The question of salaries is a very difficult one. I have heard stories that 
some of the firms on the outer fringe of the profession pay outrageously 
low salaries to juniors. I have even heard it alleged that some firms permit 
juniors to work for them for nothing in order to get some training.
“ Among reputable firms in fairly large cities I should guess that $25 a 
week was the minimum salary for a junior, $35 or $40 for a semi-senior, 
$50 or $60 for a senior. Supervisors get anything up to $20,000 a year.
“ The question really can not be answered because some firms classify
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their men slightly differently from others and also because in smaller cities 
in different parts o f the country the salary scales are generally lower than  
in the metropolitan areas.
“ In N ew  Y o rk  in a good firm a good junior could expect $30 a week, 
a good semi-senior $40 or more and a good senior from $60 to $75. O f  
course, some seniors are paid $80, $90, or $100 w ithout being put into a 
higher classification, that is, w ithout being called supervisors or managers 
necessarily.
“ Other firms do not p a y very high salaries because after a certain point, 
$6,000 to $7,500, they would give a man an interest in the profits instead  
o f increasing his salary.”
Before leaving the question o f a career as a public accountant, the 
m atter o f the size and location o f the firm w ith which the beginner gets his 
training should be discussed. Several points should be noted in this con­
nection.
T h e  com petency o f the training will v a ry  more in the case o f the small 
firm. A ll large firms do reasonably good work. Some small firms do better  
work than m an y large ones, but others, especially the very small ones, 
occasionally are very bad.
There is one feature o f the training th a t is usually better in the case 
o f the small firm. A s the jobs are smaller and need fewer assistants, the 
beginner graduates to handling an audit on his own much quicker than in 
the case of the large firm whose jobs are usually of considerable size. On a 
large staff the junior m ay do detailed checking o f accounts receivable, ac­
counts payable and inventories for months w ithout getting an opportunity  
to see the whole picture.
T h e beginner, therefore, will get his training more quickly w ith a small 
firm, and if  it is of high caliber and the partners give proper attention to 
the training o f juniors the novice will progress more satisfactorily than if 
he works for a large firm. H e should, however, give m uch more attention  
to the professional standing and q u ality of work of the small firm. I f  he 
begins w ith a firm that does poor work he m ay develop slovenly habits 
th a t will be very hard to overcome.
Fiftieth Anniversary Celebration
ELABORATE plans for what may prove to be the largest meeting of accountants ever held in the United States have been outlined by the 
special committee which is making arrangements for the fiftieth anni­
versary celebration of the American Institute of Accountants. At the most 
recent meeting of the committee, which occurred on January 12, 1937, a 
complete outline of program and entertainment was approved.
The meeting will open at the Waldorf-Astoria hotel at New York on 
Monday, October 18, 1937. The New York State Society of Certified 
Public Accountants will act as host to the Institute and its guests on that 
day. Both technical sessions and entertainment have been arranged under 
the auspices of the state society. General sessions of the Institute are 
planned for Tuesday and Thursday, with speakers of national reputation. 
Numerous round-table technical sessions, which have been so popular in 
the past, will be arranged, and particular care is being taken to select sub­
jects of extraordinary interest and to obtain discussion leaders who are 
outstanding authorities in their respective fields.
Golf and tennis will be arranged at one of the most beautiful of the 
country clubs in the metropolitan area. At the banquet, which will be held 
on Thursday evening, October 21st, distinguished representatives of other 
professions and of the business and financial community, as well as of the 
government, will be invited guests, and the committee is determined so to 
arrange this affair that it will be remembered with enthusiasm for many 
years to come. It is planned that the business meeting of the Institute will 
be adjourned to Friday, October 22nd.
The usual meetings of accountancy examiners and the Advisory Coun­
cil of State Society Presidents will take on added interest because of the 
large attendance which is expected.
Throughout the week there will be on display an extensive exhibit of 
accounting machinery, office appliances and publications, which will bring 
together in one place examples of the most modern types of equipment and 
services of various sorts in which the accountant is interested. While an 
exhibit of this nature is a departure from precedent, so far as the Institute 
is concerned, the committee concluded that at a meeting of this character, 
at which accountants from all parts of the country and from many foreign 
countries will be present, an excellent opportunity would be provided for 
an educational display of machinery and various services which have 
assumed great importance and seem likely to become of increasing impor­
tance in the practice of accountancy.
A t t e n d a n c e
Invitations have already been dispatched to several hundred foreign 
accountants who attended the international congress in New York in
7
8 The Certified Public Accountant
1929, and to the presidents of foreign societies now in office. M any of them 
have already accepted. Official invitations will be sent in the spring to 
presidents o f state societies and other accounting organizations in this 
country.
In April a notice will be sent to the membership of the Institute in an 
effort to estimate the probable attendance. I t  is certain to be large, and in 
order that satisfactory arrangements m ay be made it will be necessary for 
the committee to know as early as possible what accommodations must be 
reserved.
Members are therefore urged to arrange their plans for next fall so that 
they m ay attend the meeting which marks a half century of progress in 
the accountancy profession in the United States. I t  is hoped that many 
members will be able in the early spring to give affirmative answers to the 
committee’s inquiry about probable attendance.
T h e  C o m m i t t e e
A  large committee of distinguished members of the profession has been 
appointed to sponsor this meeting. The committee is in reality divided 
into three groups— first, the honorary group, whose members are in a 
sense patrons o f the meeting, which includes all past presidents o f the 
Institute and of the American Society and many other distinguished 
accountants; an executive committee, which has assumed responsibility 
for all arrangements; and a number o f subcommittees to undertake spe­
cific tasks. The cordial cooperation o f the N ew Y ork  state society in 
making arrangements has also been assured. Following is the personnel of 
the committee and subcommittees:
H o n o r ar y  M em bers
W. Sanders Davies, honorary chairman, John F. Forbes, California
New York David L. Grey, Missouri
Arthur Andersen, Illinois James Hall, New York
George Armistead, Texas Vivian Harcourt, New York
Alexander S. Banks, New York William C. Heaton, New York
Harold Benington, Illinois H. W. Hennegin, Arkansas
Robert O. Berger, Illinois W. P. Hilton, Virginia
Arthur H. Carter, New York James F. Hughes, New York
Harvey S. Chase, Massachusetts Harry M. Jay, Tennessee
Will-A. Clader, Pennsylvania J. Porter Joplin, Illinois
Ralph W. E. Cole, California Joseph J. Klein, New York
Clem W. Collins, Colorado Samuel D. Leidesdorf, New York
Leonard H. Conant, New York Harry E. Lunsford, Missouri
James A. Councilor, District of Farquhar J. MacRae, New York
Columbia Norman Loyall McLaren, California
James D. M. Crockett, Missouri John T. Madden, New York
George P. Ellis, Illinois Frank Wilbur Main, Pennsylvania
Henry B. Fernald, New York James S. Matteson, Minnesota 
Stanley G. H. Fitch, Massachusetts George O. May, New York
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Henry J. Miller, Louisiana
William D. Morrison, Colorado
Edward P. Moxey, Jr., Pennsylvania
Walter Mucklow, Florida
Carl H. Nau, Ohio
John B. Niven, New York
Homer S. Pace, New York
Paul W. Pinkerton, Pennsylvania
Edwin L. Pride, Massachusetts
Herman C. J. Peisch, Minnesota
Ernest Reckitt, Illinois
Charles F. Rittenhouse, Massachusetts
T. Edward Ross, Pennsylvania 
Archie M. Smith, Louisiana 
Durand W. Springer, Michigan 
Walter A. Staub, New York 
Arthur W. Teele, New York 
Herbert M. Temple, Minnesota
H. Ivor Thomas, California 
Arthur C. Upleger, Texas 
Norman E. Webster, New York 
W. F. Weiss, New York 
William H. West, New York 
Arthur Young, New York
E x e c u t iv e  C om m ittee
P. W. R. Glover, chairman, New York 
Samuel J. Broad, New York 
Harold R. Caffyn, New York 
George Cochrane, New York 
Allan Davies, New York 
A. S. Fedde, New York
J. Arthur Marvin, New York 
Warren W. Nissley, New York 
Maurice E. Peloubet, New Jersey 
Prior Sinclair, New York 
Victor H. Stempf, New York 
Andrew Stewart, New York
Su bco m m itte e  A ppo in tm en ts
Registration
Allan Davies, chairman
Reception and Entertainment 
Harold R. Caffyn, chairman
Exhibits
Floyd H. Rowland, business-show di­
rector
Technical Sessions 
A. S. Fedde, chairman
Program and Invitations 
George Cochrane 
J. Arthur Marvin
Souvenir Booklet
Maurice E. Peloubet, chairman
Hotel and Banquet 
Prior Sinclair, chairman 
William J. Forster 
John F. D. Rohrbach
Golf
W. D. McGregor, chairman
Housing and Hotel Reservations 
Harold J. Beairsto, chairman
Transportation 
William Eyre, chairman
American Institute of Accountants
Proposed Amendments to 
By-Laws
None of the proposed amendments 
to the by-laws of the Institute, sub­
mitted to all members in a referendum 
ballot dated December 3, 1936, re­
ceived an affirmative vote of a major­
ity of the members prior to expiration 
of the 60-day limit for voting on Feb­
ruary 1, 1937. Following is the result 
of the ballot:
Entitled to vote........................ 3,807
Majority necessary to approve
an amendment......................  1,904
Question No. 1 (proposing a 
change of name of the In­
stitute)
In favor.................................  1,662
Against..................................  624
Question No. 2 (proposing two 
alternative plans for chang­
ing the method of electing 
members of council)
First plan
In favor.............................  1,100
Against............................... 133
Second plan
In favor..............................  151
Against..............................  526
Against both plans................ 854
In favor of both plans..........  130
The ballots were counted by the 
staff of the Institute and the count 
was checked by the secretary, who has 
filed an affidavit attesting the accuracy 
of the returns stated above.
A letter dealing with the result of the 
vote is being sent to all members of the 
Institute with this bulletin, by Robert
H. Montgomery, president. The letter
comments on the significance of the 
results and suggests a way in which 
further consideration may properly be 
given to the questions involved, in 
view of the evident large number of 
members on both sides of the ques­
tions.
Progress of the Institute
At February 1, 1937, the member­
ship of the Institute had risen to 4,557, 
consisting of 3,818 members and 739 
associates. About 400 applications are 
now pending before the board of ex­
aminers.
C om m ittees 
A complete outline of the duties of 
the several committees of the Institute 
has been prepared by the staff and sent 
to members of the committee and to 
the council. For the first time, there­
fore, a semi-official record of the scope 
and purposes of each committee is 
available, which it is hoped will both 
facilitate the activities of the various 
committees and avoid confusion and 
overlapping.
E x e c u t iv e  C o m m ittee  
The executive committee held a reg­
ular meeting on January 29th, at which 
a good deal of routine business was 
transacted, and one or two important 
matters of policy were discussed. Sev­
eral decisions of the committee are 
reported elsewhere in this bulletin.
B oard  of  E x a m in e r s  
The board of examiners held a reg­
ular meeting on February 2nd, at
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which applications for admission to the 
Institute were reviewed and problems 
related to the plan of cooperation with 
state boards in the conduct of exami­
nations were considered.
F e d e r a l  T a x a t io n
Suggestions for amendment of the 
Federal revenue act of 1936, received 
from state societies and other sources, 
are being reviewed by the committee 
on Federal taxation. A memorandum 
on proposed changes will be drafted in 
the near future for possible submission 
to Congress, if it appears likely that 
amendments will be considered.
P u b licatio n s
The committee on publication has 
announced the issuance of three new 
books by the American Institute Pub­
lishing Co., Inc.:
Lumber Accounts, by Walter Muck- 
low
Financial Audits, by D. L. Trouant
Audit Working Papers, by Maurice
E. Peloubet 
The committee has also given a good 
deal of attention to the editorial policy 
of The Journal of Accountancy, and 
attempts are being made to have ar­
ticles written to order on various sub­
jects of particular interest to account­
ants. The financial affairs of the 
publishing company have also been the 
subject of careful scrutiny, and active 
efforts are being made to increase the 
circulation and advertising of The 
Journal of Accountancy.
St a t e  L e gisla tio n
Elsewhere in this bulletin appears a 
report of bills affecting accountancy, 
which have been introduced in state 
legislatures. The committee on state 
legislation reviews each bill of this 
type submitted, and already in a
number of instances Charles H. Towns, 
New York, chairman of the committee, 
has responded to requests from state 
societies for advice on particular fea­
tures of proposed legislation.
C o m m er cial  A r bitr atio n
A number of state societies have 
appointed special committees on com­
mercial arbitration to cooperate with 
the Institute’s committee and with the 
American Arbitration Association. This 
plan has been worked out in the hope 
that facilities may be available through 
which the interest of the accountancy 
profession in commercial arbitration 
can be translated into action, in any 
part of the country where a question 
of importance related to arbitration 
may arise.
C o o per a tio n  w ith  B a n k e r s
A. S. Fedde, New York, chairman 
of the special committee on coopera­
tion with bankers, and the secretary of 
the Institute met with the chairman of 
the Robert Morris Associates commit­
tee on cooperation with certified public 
accountants late in January, and dis­
cussed matters of mutual interest to 
the two groups which might be the 
subject of consideration during the 
current year. Accountants’ certificates 
and the natural business year were the 
principal items of discussion. As a result 
of the conversation, the chairman of 
the Institute’s committee is corre­
sponding with the members of the 
committee to seek their opinions on 
some of the questions raised.
C o o per a tio n  w ith  Se c u r it ie s  and  
E x ch an g e  C ommission
Conferences and correspondence with 
representatives of the Securities and 
Exchange Commission have been con­
tinued during the past month by the
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Institute’s special committee on coop­
eration with the commission. The 
subjects of discussion have been, in 
part, specific technical questions on 
which the commission has sought ad­
vice, and, in part, broad general ques­
tions involving relations of the profes­
sion with the commission.
C o o per a tio n  w ith  St a t e  Se cu r itie s  
C om m issioners
Lewis Ashman, Illinois, chairman of 
the Institute’s special committee on 
cooperation with state securities com­
missioners, has addressed a letter 
during the past month to the president 
of the National Association of Secur­
ities Commissioners, offering assistance 
in any effort which may be made to 
coordinate requirements for registra­
tion of securities laid down by state 
and Federal regulatory bodies.
C o o per atio n  w ith  St o c k  E xch an ges
A meeting of representatives of the 
committee on stock list of the New 
York Stock Exchange and the Insti­
tute’s special committee on cooperation 
with stock exchanges was held late in 
January, to discuss a technical account­
ing problem then under consideration 
by the exchange. As a result of the con­
ference, the special committee has filed 
with the Institute’s executive commit­
tee a memorandum expressing an 
opinion on the question involved.
C o o per ation  w ith  T rade  
A ssociation s
J. Arthur Marvin, New York, chair­
man of the special committee on co­
operation with trade associations, after 
conference with the secretary of the 
Institute, is submitting to the mem­
bers of his committee proposed letters 
to state societies and to national trade 
associations which it is hoped will pave
the way for closer cooperation between 
accountants and trade groups.
F e d e r a l  C o r po r atio n  L a w
The O’Mahoney and Borah bills, 
both designed to license corporations 
under authority of the Federal govern­
ment, are being studied by members of 
the Institute’s special committee on 
Federal corporation law, and reports of 
hearings, which have already com­
menced, on the O’Mahoney bill are 
being forwarded to Lewis Lilly, Cal­
ifornia, chairman.
G o v e r n m e n ta l  A cc o u n tin g
George P. Ellis, Illinois, chairman of 
the special committee on governmental 
accounting, and Lloyd Morey, Illinois, 
retiring chairman of the same com­
mittee, are both serving as repre­
sentatives of the Institute on the Na­
tional Committee on Municipal Ac­
counting, which will continue its efforts 
to standardize and improve municipal 
accounting and reporting procedure. 
The Institute is assisting the national 
committee in an effort to bring its 
recommendations to the attention of 
public accountants, and is also report­
ing to the national committee introduc­
tion of bills in various state legislatures 
dealing with governmental accounting. 
The chairman of the Institute’s com­
mittee plans to write presidents of state 
societies suggesting that each society 
give consideration to the recommenda­
tions of the national committee and 
make an active effort to effect their 
adoption in the several municipalities.
P ublic-U t il it y  A cco u n tin g
A luncheon meeting of the special 
committee on public-utility accounting 
was held in New York in January, at 
which several matters under considera­
tion were discussed, and a plan of 
activity for the current year was
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tentatively drafted. Those present 
were J. M. Bowlby, Illinois, chairman; 
Paul Grady, Henry Horne, Walter A. 
Staub and John L. Carey, secretary, 
all of New York.
So c ia l  Se cu r it y  A ct
Consideration is being given by the 
special committee on social security act 
to several problems of particular inter­
est to accountants, which have arisen in 
the administration of the act. The 
committee has held no meeting, but its 
chairman, Harold C. Anderson, of the 
District of Columbia, has conducted a 
good deal of correspondence with the 
members.
Special items appear elsewhere in 
this bulletin referring to activities of 
the special committee on fiftieth anni­
versary celebration and on natural 
business year, and to the creation of a 
new special committee on Federal 
reorganization.
1936  Y ear Book
In view of the increased size of the 
1936 Year Book in comparison with 
issues of previous years, and the cor­
responding cost of producing the new 
edition, the executive committee has 
fixed the price of the book at $2.00, net 
of delivery cost. Each member and 
associate is entitled to one copy of the 
book without charge.
Because of the large increase in 
membership resulting from the merger 
of the Institute and the Society, publi­
cation of the Year Book has been 
delayed so that the names and ad­
dresses of all members and associates 
might be included. It is expected that 
the book will be available for distribu­
tion about March 1st.
Election of Members
In the absence of protest, the presi­
dent has declared elected, as members 
and associates respectively, 35 appli­
cants whose election had been recom­
mended by the board of examiners and 
approved by the council by mail ballot.
Following are the new members and 
associates:
A d van ced  to  M em bersh ip  
John R. Montgomery, Chicago
A dm itted  as M em bers
Vernon Lee Adrean, Tulsa 
Sali M. Auerbach, San Francisco 
Albert H. Baer, Providence 
Adolph A. Calegari, San Francisco 
Alfred P. Christensen, San Francisco 
Noel C. W. Izett, San Francisco 
Stanley M. Johnson, San Francisco
H. Louis Katz, Philadelphia 
William F. Klatt, Los Angeles 
Warren C. Lane, Worcester 
Kenneth N. Logan, San Francisco
E. Clifford Lowry, Atlanta 
Cornelius P. Maloney, Pittsburgh 
Rex Meighen, Tampa 
Stanley Richardson, Riverside, Calif. 
Leon Rosenberg, New York 
Raymond A. Toups, New Orleans
A dm itted  as A ssociates
Charles A. Ballou, Jr., Washington,
D . C.
William J. Bays, Los Angeles 
Charles J. J. Cox, Washington, D. C.
C. A. Evanson, Los Angeles 
Joseph B. Fyffe, Boston 
Joseph R. Hock, Chicago 
Garrett E. Kauffman, Chicago 
Lindsey J. Millard, Washington, D. C. 
William Morrison, San Francisco 
Quentin E. Peterson, Chicago 
John H. Risheberger, Los Angeles 
Dick Roddewig, Chicago 
Lawrence H. Rogers, New York 
Burton M. Smith, Portland, Ore.
Jesse F. Thompson, San Francisco 
Clarke W. Thornton, Kansas City, Mo. 
Sidney W. Williams, San Francisco
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Ellis LeMaster
Ellis LeMaster, of Spokane, a mem­
ber of the Institute since 1917, died on 
January 7th at the age of 65. Mr. Le 
Master was a member of LeMaster, 
Cannon & Daniels.
Born at New Philadelphia, Illinois, 
Mr. LeMaster early moved to Indiana, 
where he received his elementary and 
preparatory education. He attended 
Northern Indiana Normal School and 
Northwestern University. After leav­
ing the university he taught for a 
number of years at the Los Angeles 
Business College. He was at various 
times engaged in mining and banking 
and in 1903 entered public accounting 
practice. He served as president of the 
Spokane Society of Public Account­
ants.
With Thomas Charles Cannon, he 
formed the partnership of LeMaster & 
Cannon. At one time he was associated 
with Pace, Gore & McLaren.
George H. Schutte
George H. Schutte, of Nutley, N. J., 
a member of the Institute, died on 
December 17th.
Mr. Schutte entered public account­
ing practice in 1913. He was associated 
with Arthur Wolfe, of New York, and 
later with William F. Weiss & Com­
pany. From 1917 to 1920 he was in the 
employ of the United States Treasury 
Department. In 1920 Mr. Schutte re­
turned to public practice, establishing 
an office at Newark. Since 1935 he 
had been in the employ of the Federal 
Trade Commission.
Mr. Schutte was a certified public 
accountant of North Carolina.
Robert Hamilton Smith
Robert Hamilton Smith, of Wash­
ington, D. C., a member of the Insti­
tute, died suddenly on January 26th, at 
the age of 49.
A native of Washington, Mr. Smith 
was educated in the public schools, 
George Washington University, and 
the Pace Institute of Accountancy. 
He had practised public accounting on 
his own account since 1918. He was a 
certified public accountant of North 
Carolina and the District of Columbia.
Hoskins Van Hooser
Hoskins Van Hooser, of Chatta­
nooga, president of the Tennessee So­
ciety of Certified Public Accountants 
and a member of the Institute, died on 
January 18th after a brief illness. He 
was 36 years of age.
Mr. Van Hooser was a native of Ten­
nessee and attended school and college 
there. Early in his career he practised 
public accounting for several years, 
being associated with C. G. Cantrell, 
of Tampa, and Lee H. Battle, of Chat­
tanooga. He then held various positions 
with business concerns in Chattanooga, 
and in 1929 he joined Orville E. John­
son in organizing the accounting firm 
of Orville E. Johnson & Associates. In 
1933 he became associated with the 
Times Printing Company, Chatta­
nooga, as comptroller and assistant 
treasurer.
Mr. Van Hooser was a certified public 
accountant of Tennesee and was active 
in the Tennessee Society of Certified 
Public Accountants. In addition to be­
ing president of the state society, he was 
president of the Chattanooga chapter.
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Committee on Federal 
Reorganization
The president of the Institute has 
appointed a committee to consider 
accounting and auditing features of a 
proposed plan of reorganization of 
Federal government departments, put 
forward in a report of President Roose­
velt’s Committee on Administrative 
Management, consisting of Louis 
Brownlow, chairman, Charles E. Mer­
riam and Luther Gulick.
This report, dated January 8, 1937, 
was released January 12th, and has 
been widely quoted in the public press 
and in financial and business maga­
zines. Section III B, dealing with direc­
tion and control of accounting and 
expenditures, is the section to which 
the Institute’s committee will devote 
most of its attention.
The Institute’s committee held a 
meeting at New York on February 1, 
1937, at which there was preliminary 
discussion of the Brownlow report. 
While no definite conclusions were 
reached, it was decided that the com­
mittee might present its views if an 
opportunity were offered.
In the meantime, members of the 
Institute and officers of state societies 
are invited to submit to the Institute’s 
committee any expressions of opinion 
on the proposed reorganization of 
Federal government departments which 
they feel should have consideration.
The personnel of the Institute’s 
special committee on Federal reorgani­
zation is as follows:
George P. Auld, chairman, New York 
Robert O. Berger, Illinois 
George P. Ellis, Illinois 
S. G. H. Fitch, Massachusetts 
P. W. R. Glover, New York 
Joseph J. Klein, New York 
John K. Mathieson, Pennsylvania 
Prior Sinclair, New York
Accounting Questions and 
Answers
Since distributing to its members 
copies of the booklet Accounting Ques­
tions and Answers, the American Insti­
tute of Accountants has received nu­
merous letters commending the service 
which it renders through the bureau of 
information. Following are excerpts 
from typical letters:
“ I have just received a copy of Ac­
counting Questions and Answers, for 
which I thank you. This service which 
has been rendered for many years by 
the American Institute, it seems to me, 
is an invaluable one, and especially so 
to those of us who are engaged in 
instructional activities. I find in this 
publication several answers which I 
myself prepared during the time that 
I was in New York city, and on various 
occasions I have found the answers 
thus furnished through the Institute 
very helpful in arriving at a satisfac­
tory solution to a problem. I congrat­
ulate you and the Institute upon 
rendering this additional service to the 
membership and to every one inter­
ested in accounting advancement.”
J. H ugh Jack so n
“ Thanks very much for the copy of 
the booklet on accounting questions 
and answers, which accompanied your 
letter of January 15. I have found the 
service very valuable on various occa­
sions when I have contacted the In­
stitute, and I am glad to see that this 
department is being continued and, 
in fact, increased in size and impor­
tance.”
J. B. F e n n e r
“ Though I have not as yet had an 
opportunity to review Accounting Ques­
tions and Answers with the thorough­
ness that I plan, I have looked over it 
sufficiently to realize and appreciate 
the immense value that the compilation 
has, and I commend you and the In­
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stitute office for the constructive work 
inherent in the publication.
“ I think that it was especially 
astute and foresighted to show the date 
of the respective questions and answers 
in view of the evolutionary changes in 
concept and practice that have taken 
place with respect to some accounting 
aspects over the years, thereby putting 
readers on their guard if some of the 
debatable points present a version from 
years long past.”
J. S. S eidm an
“ I write to congratulate you on is­
suance of Accounting Questions and 
Answers, a book which is unique.
“ Most of the books on accounting 
set forth the views of one writer, either 
a practitioner or a professor, and, 
therefore, are likely to represent per­
sonal views or individual practice. The 
present book sets forth the views, not 
of any individual, but of a number of 
leading firms on questions which arise 
in daily practice, and the value of such 
opinions is far greater than anything 
which can be rendered by a single 
individual.”
W a l t e r  M u cklo w
“ I would like to take this oppor­
tunity to commend you on the publi­
cation of Accounting Questions and 
Answers. It certainly is very interesting 
and makes a very valuable addition to 
our library. It is most interesting be­
cause it is practical.”
L ew is Sa g a l
Arbitration
Volume I, No. 1, of The Arbitration 
Journal, published by the American 
Arbitration Association, in collabora­
tion with the Chamber of Commerce of 
the State of New York and the 
Inter-American Commercial Arbitra­
tion Commission, appeared in January, 
1937. The new magazine will be pub­
lished quarterly hereafter.
Membership Cards
The executive committee has con­
sidered a suggestion that small cards 
certifying membership in the Institute 
for the current fiscal year be issued to 
members and associates.
The committee has resolved that 
cards of this kind may be prepared 
and issued to members and associates 
who request them, provided the re­
quests are sufficiently numerous to 
warrant the printing of such cards.
The card would be of a size which 
would fit conveniently in a wallet. 
It would simply state that the member 
concerned was a member in good stand­
ing in the fiscal year designated.
Members and associates who desire 
such cards are requested to notify the 
secretary.
Prizes and Awards
In the belief that essay contests as 
the result of which prizes and awards 
were offered might encourage study 
and thought among younger members 
of the profession, the executive com­
mittee of the Institute invites members 
and associates to make contributions 
which may be offered as prizes. The 
committee will be pleased to receive 
from contributors suggestions as to the 
nature of the contest, the name of the 
prize and other conditions under which 
the contribution may be used.
Contests among university students 
in accounting, among staff employees 
of members of the Institute and among 
younger members of the Institute, 
themselves, might prove of much value, 
in the opinion of the committee. If the 
membership shows sufficient interest in 
the proposal the committee will gladly 
arrange the terms of such contests, 
make the proper announcements, ap­
point judges and carry out all other 
necessary details.
It 
seem
s 
to 
me 
that 
w
hat 
we 
w
ant 
to 
know 
is 
sim
ply 
w
hat 
the 
m
em
bers 
of 
the 
Institute 
desire. 
I 
recognize 
the 
com
plicated 
circum
stances 
under 
which 
this 
vote 
was 
subm
itted. 
The 
letters 
addressed 
to 
the 
m
em
bership 
by 
various 
individuals, 
the 
very 
length 
of 
the 
ballot 
itself 
m
ay 
have 
m
ilitated 
against 
a 
full 
vote.
Therefore, I 
propose 
to 
send 
to 
every 
m
em
ber 
of 
the 
Institute 
in 
M
ay, after 
the 
busy 
season 
has passed, a 
short 
and 
sim
ple 
questionnaire 
prepared 
by 
me 
person­
ally 
with 
an 
earnest 
request 
for 
a 
reply. 
I 
shall 
then 
propose 
that 
the 
answers 
be 
placed 
in 
the 
hands 
of 
the 
incom
ing 
executive 
com
m
ittee 
elected 
at 
the 
1937 
annual 
m
eeting, at 
the 
conclusion 
of which 
I 
shall retire 
from 
office.
It 
is 
my 
earnest 
hope 
that 
this 
procedure 
w
ill 
result 
in 
an 
unm
istakable 
ex­
pression 
of 
the 
desires 
of 
the 
Institute 
on 
the 
controversial 
questions 
before 
us. 
In
 
the 
m
eantim
e 
I 
believe 
it 
to 
be 
of 
the 
utm
ost 
im
portance 
to 
the 
future 
of 
the 
pro­
fession 
in 
this 
country 
that 
those 
who 
m
ay 
be 
displeased 
with 
the 
result 
of 
the 
m
ail 
ballot 
let 
the 
m
atter 
rest 
until further 
inform
ation 
about 
the 
w
ishes 
of 
the 
m
em
bership 
can 
be 
obtained. 
Problem
s 
of the 
utm
ost 
im
portance 
are 
facing 
us. 
The 
one 
nation
al 
organization 
is 
now 
w
ell 
organized 
and 
ready 
to 
start 
active, 
constructive 
work 
in 
behalf 
of 
the 
profession. 
It 
would 
be 
m
ost 
unfortunate 
if 
internal 
differences, 
w
hich 
after 
all 
are 
not 
m
ajor 
problem
s 
to 
the 
average 
practitioner, 
should 
be 
perm
itted 
to 
interfere 
with 
the 
efficiency 
of 
the 
national 
organization 
as 
a 
w
hole.
Sincerely 
yours,
R
o
b
e
r
t 
H
. 
M
o
n
t
g
o
m
e
r
y
,
P
residen
t.
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February 15, 1937.
To M e m b e r s  and  A sso c ia t es  o f  t h e
A m er ic a n  I n s t it u t e  o f  A c c o u n t a n ts :
Gentlemen:
None of the proposed amendments to the by-laws submitted in the referendum 
ballot, dated December 3rd, has obtained a majority vote for final passage.
On the proposal to change the organization’s name to American Institute 
of Certified Public Accountants, 1662 voted in favor and 624 against. Since 3807 
members were entitled to vote, a majority, or 1904, was necessary to pass an 
amendment.
On the proposed changes in method of electing the governing body, 1100 voted 
in favor of the first plan submitted, 151 in favor of the second plan submitted, 130 
in favor of both plans, and 854 against both plans.
In view of the extraordinary efforts which were made to bring out a heavy 
vote it must be inferred that those who did not return their ballots were not enough 
interested in the two subjects to vote one way or the other.
On the question of change of name the preponderance in favor of the change 
was so heavy that reconsideration of the matter might be wise.
With respect to the method of electing the council, the preponderance was not 
so heavy and in view of the large silent vote no one can safely assert that a majority 
of the members desire any change.
We know that many, perhaps a majority of all members prefer our present 
method of electing members of council; we know that many want a change. It  is 
unthinkable that a minority should wish to impose their ideas on the whole member­
ship and it is equally unthinkable that a majority should refuse to consider the views 
of the minority. In Dallas I  proposed a compromise plan—a 50-50 plan—retaining 
the present method and trying out the new. I  renew my suggestion.
I t  has been suggested that I appoint a special committee to reconsider this 
matter and submit some recommendation at the coming annual meeting. I hesitate 
to adopt this suggestion because no committee which I could name would be entirely 
satisfactory to the partisans on both sides of this issue. Again, after a formal vote 
has just been taken it seems rather futile to take steps likely to lead to resubmission 
of the same or similar questions for another vote.
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Communications on this subject 
should be addressed to the secretary of 
the Institute.
Committee Appointments
The following additional committees 
have been appointed by the president 
for the fiscal year 1936-1937:
C om m ittee  on E d u cation  
For three years:
George E. Bennett, Syracuse 
Paul K. Knight, New York
For two years:
Homer S. Pace, New York 
Jacob B. Taylor, Columbus, Ohio
For one year:
Roy B. Kester, chairman, New York
Sp e cia l  C o m m ittee  on A d m in istra­
tio n  of  E n dow m ent
Arthur H. Carter, chairman, New 
York
John D. Cherrington, Cincinnati 
W. Sanders Davies, New York 
John B. Niven, New York 
John C. Scobie, New York
S p e cia l  C o m m ittee  on C o o per ation  
w ith  T rade  A ssociations
J. Arthur Marvin, chairman, New 
York
Albert G. Aschenbeck, Minneapolis 
Parry Barnes, Kansas City, Mo. 
William G. Buchanan, Washington,
D. C.
William J. Carter, Atlanta 
Frank G. Rodgers, San Antonio 
John C. Thomson, Los Angeles
S p e c ia l  C o m m ittee  on  I n v e n to r ie s
Edward A. Kracke, chairman, New 
York
Leonard S. Davey, New York 
Charles Hecht, New York 
Henry A. Horne, New York 
W. D. McGregor, New York 
W. I. Nicholson, Jr., Tulsa 
Edwin H. Wagner, St. Louis
American Institute Chapters, Inc.
In the last few months many mem­
bers of the American Institute of 
Accountants have received letters from 
American Institute Chapters, Inc., sug­
gesting that the person addressed act 
as local representative of American In­
stitute Chapters, Inc.
Many of those who have received 
such letters have expressed resentment 
at the similarity between the names of 
American Institute Chapters, Inc., and 
the American Institute of Accountants. 
The opinion has been expressed that 
the similarity in names might lead 
uninformed persons to believe that 
there was some relationship between 
the two bodies.
American Institute Chapters, Inc., 
is, according to its own statement, 
affiliated with the American Institute 
of Business Administration, Inc., which 
is a correspondence school.
The secretary of the American Insti­
tute of Accountants has made several 
attempts to arrange a meeting with 
officers of the American Institute 
Chapters, Inc., but without success. 
Accordingly, the secretary can provide 
members of the Institute with little 
information about the school, but the 
executive committee considers it ad­
visable that this statement be pub­
lished in order that all members may 
know that there is no relationship of 
any kind between the American Insti­
tute of Accountants and American 
Institute Chapters, Inc.
Appraisals
The Association of Appraisal Execu­
tives, calling attention to confusion, 
misunderstanding and deception aris­
ing out of ignorance and incorrect use 
of terms and methods of appraisers, has 
issued in pamphlet form a report in­
tended to throw light on this subject.
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The pamphlet, entitled Basic Stand­
ards of Appraisal Practice and Proce­
dure, is designed to serve as a guide, not 
only for independent public appraisers, 
but also for those who use appraisals or 
have occasion to pass upon appraisal 
reports, particularly officers of regula­
tory bodies, accountants, attorneys, 
underwriters and business executives.
The pamphlet is divided into three 
parts— the first dealing with a state­
ment of the basic principles of appraisal 
procedure; the second, with the defini­
tion of about 100 appraisal terms; and 
the third, with a code of ethics for inde­
pendent appraisers. The principles of 
valuation recognized by the association 
are discussed at length. The term 
“ value” is defined and its various uses 
are described. The term “ depreciation” 
also is defined and treated at length.
Copies of the pamphlet may be ob­
tained by request from the Association 
of Appraisal Executives, 1366 National 
Press building, Washington, D. C.
Regional Meetings
In recent months there has been 
widespread discussion of the desirabil­
ity of regional meetings in which the 
accountancy organizations of several 
adjoining states might participate. The 
matter has had consideration by the 
Advisory Council of State Society Pres­
idents and the Institute has indicated 
that it would cooperate in the planning 
of such meetings.
Successful interstate meetings have 
been held on a number of occasions.The 
state societies of the northwest have 
frequently combined in a general meet­
ing. The Connecticut, New Jersey, 
New York and Pennsylvania societies 
regularly hold regional meetings. The 
Delaware, District of Columbia, Mary­
land and Virginia societies have done 
likewise.
Inasmuch as the great majority of
certified public accountants of the coun­
try can not attend national conven­
tions, regional meetings serve to bring 
the individual practitioner abreast of 
the times and make him better ac­
quainted with his colleagues.
The Institute will be glad to assist 
the state societies in obtaining speakers, 
if desired, and will endeavor to obtain 
publicity for meetings of this sort. 
Representatives of the Institute would 
be available to discuss current prob­
lems and events of interest.
Reprints of Speeches and Articles
Occasionally state societies distribute 
to their members and others pamphlet 
reprints of addresses at meetings of the 
societies, which are of unusual interest 
or importance. Many accountants re­
gard this practice as an excellent means 
of drawing attention to a society’s 
activities.
It has been suggested that the state 
and national organizations might find 
it of mutual advantage if addresses 
at state society meetings of unusual 
interest were submitted for publication 
in The Journal of Accountancy or T h e  
C e r t ifie d  P u blic  A c c o u n t a n t . Re­
prints could then be furnished the state 
societies at very low cost, since there 
would be no charge for composition.
Under this plan societies might find it 
practicable to distribute reprints more 
frequently, and at the same time papers 
of particular interest would reach a 
wider audience.
Reprints of the following articles 
are now available at the Institute’s 
offices for a nominal price:
“ Federal regulation of family set­
tlements”  by Roswell Magill, from The 
Journal of Accountancy, January, 1937.
“ The future of professional ac­
countancy”  by Warren W. Nissley, 
from The Journal of Accountancy, 
February, 1937.
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A Retiring President 
Recommends
Alan Grant Mann, retiring as presi­
dent of the Utah Association of Certi­
fied Public Accountants, recommended 
to his successor, in the December issue 
of The Utah Certified Public Accountant, 
two major activities. He said:
“ To my successor in office, may I 
recommend a continuance of efforts in 
behalf of the natural business year. . . . 
The obtaining of a regional meeting of 
accountants from Utah and surround­
ing states is also a possible activity for 
the coming year.”
State Legislation
The Institute has received informa­
tion that bills which would affect 
existing accountancy laws have been 
introduced in the legislatures of four 
states. Following is a brief summary of 
these bills and their progress in the 
legislatures:
A l a b a m a
A bill which would authorize the 
Alabama State Board of Public Ac­
countancy to cancel the revocation of 
a certificate which it had issued and 
later revoked was introduced in the 
legislature, as house bill 248-xx, on 
January 7th. The bill would permit an 
individual whose certificate had been 
cancelled to make application to the 
board for reinstatement. After hearing 
on the application, the board might, 
under the pending bill, reconsider its 
original action and reinstate the cer­
tificate. Should the decision of the 
board be adverse, however, the appli­
cant might not again apply for rein­
statement until the expiration of one 
year from the date of the hearing.
The bill was passed by the house on
January 12th and has been referred to 
the senate.
House bill 248-xx is sponsored by 
the Alabama Society of Certified Pub­
lic Accountants, and has the approval of 
the state board of public accountancy.
C o lo r a d o
The Institute has received word that 
a bill known as H. 575, which “ regu­
lates certified public accountants,” 
was introduced in the Colorado legisla­
ture on January 19th and referred to 
the house committee on judiciary. No 
further information regarding this bill 
is available at present.
O h io
A bill providing for the examination, 
registration and licensing of public 
accountants was introduced in the Ohio 
legislature as H. 225 on February 3rd. 
No further information on this bill is 
at present available.
W a sh in g t o n
The accountancy act of Washington 
would be amended to include education 
and experience requirements by house 
bill 114, introduced in the state legisla­
ture on January 20th. A new section 
would be added to the statute, provid­
ing that every candidate for examina­
tion shall have a four-year high-school 
education, or its equivalent, and three 
years’ practical experience in public 
accounting. It is provided, however, 
that an applicant who satisfies other 
requirements but has not completed 
the experience required may sit for the 
examination. Should he be successful in 
the examination, the certificate would 
be issued to him after satisfaction of the 
experience requirement. The bill also 
would make minor administrative 
changes in the law.
The Natural Business Year
Meeting of Natural Business Year 
Council
A meeting of the Natural Business 
Year Council was held at New York on 
February 2nd, with the following mem­
bers of the council attending:
Henry H. Heimann, chairman. Mr. 
Heimann is executive manager of the 
National Association of Credit Men. 
Harry Meixell, secretary. Mr. Meixell 
is a director of Trade Association 
Executives in the United States.
W. C. Batchelder, secretary-treasurer 
of the National Credit Office. 
Charles B. Couchman, member of the 
American Institute of Accountants’ 
special committee on natural busi­
ness year.
Alvin E. Dodd, president of the Ameri­
can Management Association.
W. R. Donaldson, a director of the 
National Association of Cost Ac­
countants.
Joseph Rubanow, president of the 
New York Credit Men’s Association. 
William S. Swingle, comptroller of the 
National Association of Credit Men.
Also present as guests of the council 
were:
Dave E. Weir, assistant executive 
manager of the National Association 
of Credit Men.
Raymond P. Marple, assistant secre­
tary of the National Association of 
Cost Accountants.
Arundel Cotter, financial writer for the 
Wall Street Journal.
The Institute was further repre­
sented by Ralph Johns, chairman of the 
special committee on natural business 
year, John L. Carey, secretary, and 
Charles M. Smith, assistant secretary.
Activities of the council during the 
past five months were reviewed and 
plans made for continuance of its work. 
Consideration was given to a proposal
that the research activities of the coun­
cil be carried on to completion by 
some impartial agency devoted to 
business studies.
The following progress report was 
rendered:
Report of Progress
The last meeting of the Natural 
Business Year Council was held Sep­
tember 11, 1936. At that time the 
Council approved a plan of procedure, 
the principal features of which were:
1. Extension of the activities of the 
Council through organization of 
local natural business year com­
mittees, and possibly adding to 
the membership of the Council 
itself.
1. Publication in pamphlet form of the 
available information on natural 
business year.
3. Continued research and dissemina­
tion of literature.
E x t e n s io n  o f  A c t iv it ie s
A subcommittee consisting of Henry
H. Heimann, Stuart C. McLeod and 
Alexander Wall met on November 25,
1936, to consider the feasibility of en­
largement of the Council and to draft a 
procedure for the formation of local 
committees. It was agreed that while 
the addition of several individuals to 
the national council would be desirable, 
the more important thing was perfect­
ing local organization in the principal 
industrial cities of the country to direct 
activities in those communities. The 
nucleus of each local committee, it was 
felt, should consist of a credit man, a 
banker, a cost accountant and a cer­
tified public accountant, and such 
others should be invited to participate 
as the local committees, when formed, 
should consider desirable.
Since that time the Council has been 
continuously engaged in the formation 
of these committees and has obtained
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the acceptance of two or more members 
in eight cities.
P u b l ic a t io n  a n d  D is t r ib u t io n  of  
P a m p h l e t s
The Council has published four 
pamphlets entitled:
The Natural Business Year— A  Means 
to Efficiency 
The Natural Business Year— Its Ad­
vantages to Business Management 
The Natural Business Year— Suggested 
Natural Fiscal Closing Dates 
The Natural Business Year— A  Pro­
gram of Local Activity
Suggested Natural Fiscal Closing 
Dates contains a summary of the factors 
determining the natural business years 
of approximately fifty industries. It is 
planned that pamphlets supplementing 
this list shall be published from time to 
time as the necessary research is com­
pleted. Material relating to approxi­
mately thirty-five additional industries 
is now available for publication. To 
date there have been distributed ap­
proximately 10,000 of each of these 
pamphlets with the exception of a 
Program of Local Activity. Copies were 
sent in the first instance to:
Local societies of certified public ac­
countants 
Local chapters of the National Associa­
tion of Cost Accountants 
Local credit men’s associations 
Members of the Robert Morris Asso­
ciates
Members of the American Accounting 
Association (university instructors 
in accounting)
Some of the local groups have dis­
tributed as many as five or six hundred 
copies of each of the three pamphlets.
A number of instructors have re­
quested copies for distribution to their 
students.
Several banks have requested copies 
for distribution to their customers;
1,000 copies of each of the pamphlets 
were distributed by the Fidelity Union 
Trust Company of Newark.
Hundreds of requests for literature 
have been received from individuals—  
both those interested in promoting the 
success of the campaign and those 
wishing to know how their own con­
cerns were affected by the natural 
business year.
Requests have also been received 
from libraries, trade associations, edi­
tors, government departments and 
others.
Since the last meeting the remaining
10,000 reprints of an article on the 
natural business year by Alexander 
Wall which appeared in Domestic Com­
m e r c e , publication of the bureau of 
foreign and domestic commerce, have 
been distributed to chambers of com­
merce throughout the country.
Relations with trade associations 
continue to be cordial. They have given 
the Council invaluable assistance in its 
studies of fiscal closing dates and have 
in some instances distributed literature 
to their members or published articles 
in their trade publications.
P u b l ic it y
The natural business year has been 
the subject of discussion in a number 
of public addresses. John Haskell, sec­
retary to the stock-list committee of 
the New York Stock Exchange, spoke 
at length and very favorably of the 
work of the Council in an address be­
fore the Rhode Island Society of 
Certified Public Accountants on Sep­
tember 15, 1936. He again expressed 
the exchange’s approval of the Council’s 
efforts in an address on January 25, 
1937, before the Pittsburgh control of 
the Controllers’ Institute of America.
Henry H. Heimann, in his Monthly 
Business Review for January 15th, 
advocated use of natural business 
years.
An article on the natural business 
year by Robert H. Montgomery was 
published in the November 1936 Bul­
letin of the National Association of 
Cost Accountants.
Credit and Financial Management,
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publication of the National Association 
of Credit Men, published an article 
calling attention to the first birthday 
of the Natural Business Year Council.
The publications of the American 
Institute of Accountants have devoted 
several articles to describing the ac­
tivities of the Council.
There have been many addresses at 
meetings of local organizations and 
frequent mention of the natural busi­
ness year in the press.
Mr. Heimann has written personally 
to each member of the Business Ad­
visory Council to the Department of 
Commerce associated with concerns 
not operating on a natural business 
year, calling attention to the work of 
the Council and suggesting their con­
sideration of the advantages of natural 
fiscal closing dates.
David Weir, also of the National 
Association of Credit Men, has cor­
responded with the deans of all uni­
versity schools of commerce suggesting 
that the natural business year be called 
to the attention of students.
I n d ic a t io n s  o f  P r o g r e s s
Indication of the growing interest in 
the natural business year is the in­
creasing number of inquiries received 
by the Council. During the month of 
January alone requests for literature 
or information were received from ap­
proximately 100 business concerns.
The bureau of internal revenue con­
tinues to supply the Council each 
month with tabulations showing the 
number of changes in fiscal years ap­
proved by the commissioner of internal 
revenue. During the first seven months 
of the year 1936-1937 1,286 changes 
to years ending at dates other than 
December 31st have been approved. 
During the same period there were 
only 439 changes to the calendar year 
basis.
Inasmuch as practically all of the 
research on natural business year since 
the formation of the Council has been 
conducted by the staff of the American
Institute of Accountants and the 
facilities of the Institute are not such 
that this work can be carried on in­
definitely or with the thoroughness that 
seems desirable, it has been suggested 
that provision be made for carrying 
forward to completion this important 
part of the work of the Council. It has 
been proposed that an attempt be made 
to interest some established organiza­
tion engaged in business research in 
completing the study of natural fiscal 
closing dates.
Independent Committees on 
Natural Business Year
Following its plan of sponsoring the 
formation of local natural business 
year committees in the principal indus­
trial cities of the country, the Natural 
Business Year Council has obtained 
the acceptances of the following indi­
viduals:
B o st o n
Homer N. Sweet, chairman, represent­
ing Massachusetts Society of 
C.P.A’s.
O. T. Erickson, representing National 
Association of Credit Men.
Harold Wass, representing Robert 
Morris Associates.
Colonel Harold S. Wonson, represent­
ing National Association of Cost Ac­
countants.
B u f f a l o
John M. Boyce, representing Buffalo 
chapter of New York State Society 
of C .P A .’s.
A. W. Hill, representing National Asso­
ciation of Credit Men.
C h ic a g o
J. J. Hayes, representing National As­
sociation of Credit Men.
Thomas J. Reedy, representing Illinois 
Society of C.P.A’s.
C l e v e l a n d  
James H. Sibbison, representing Cleve­
land chapter of the Ohio Society of 
C.P.A’s.
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C. L. Whitaker, representing National 
Association of Credit Men.
D a l l a s
F R. Burnett, representing Texas 
Society of C.P.A’s.
Harry G. Hild, representing National 
Association of Credit Men.
D e l a w a r e  
L. T. Riggin, chairman, representing 
Dun & Bradstreet.
C. E. Iszard, secretary, representing 
Delaware Society of C.P.A’s.
C. T. Bridgham, local business man. 
John B. Jessup, representing Robert 
Morris Associates.
G r a n d  R a p id s  
W. I. Irwin, representing National 
Association of Credit Men.
I n d ia n a p o l is  
Maurice D. Fields, representing Na­
tional Association of Credit Men. 
John S. Lloyd, representing Indiana 
Association of C.P.A’s.
S o u t h  B e n d  
Jerry Quam, representing National 
Association of Credit Men.
L in c o ln
H. H. Baeke, representing National 
Association of Credit Men.
T. B. Strain, representing Robert 
Morris Associates.
M i l w a u k e e  
Jacobus Kruyne, representing Robert 
Morris Associates.
Carl Penner, representing Wisconsin 
Society of C.P.A’s.
Fred F. Stuckert, representing National 
Association of Credit Men.
P h il a d e l p h ia  
Samuel Ardron, chairman, representing 
National Association of Credit Men.
Howard Beckett, attorney.
R. D. Withington, representing Rob­
ert Morris Associates.
C. S. Jones, representing National 
Association of Cost Accountants.
C. W. Craig, representing National 
Association of Credit Men.
J. S. Cowing, representing Pennsyl­
vania Institute of C.P.A’s.
Alexander Wall, ex-officio member.
P it t s b u r g h
F. D. Hayes, representing National 
Association of Credit Men.
R h o d e  I sl a n d
Willard C. Beatty, chairman, professor, 
Brown University.
Ernest I. Kilcup, vice-chairman, repre­
senting R. I. Credit Men’s Associa­
tion.
Russell C. Harrington, secretary, repre­
senting National Association of Cost 
Accountants.
Howard S. Almy, representing R. I. 
Credit Men’s Association.
E. H. Davison, representing R. I. So­
ciety of C.P.A’s.
Townes Harris, representing R. I. 
Society of C.P.A’s.
F. Elmer Havens, representing R. I. 
Credit Men’s Association.
Harry A. W. Hayward, representing 
R. I. Credit Men’s Association.
Harry Howell, representing National 
Association of Cost Accountants.
Chester R. Union, representing R. I. 
Society of C.P.A’s.
R ich m o n d
E. R. Patterson, representing National 
Association of Credit Men.
James A. Rennie, representing Virginia 
Society of Public Accountants.
Accountancy and the Press
Results of a survey to determine the 
natural fiscal business years of a wide 
variety of American industries as dif­
ferentiated from the arbitrary calendar 
fiscal year of January 1 to December 31 
which came into general use with pas­
sage of a since-repealed Federal corpo­
rate-tax law in 1909, were made known 
yesterday by the Natural Business 
Year Council, 135 Cedar street.
The survey report represents organ­
ized research which was initiated, with 
the cooperation of a large list of trade 
associations, soon after the formation 
of the council in November, 1935.
The council is conducting a campaign 
to point out to companies in the various 
fields of production and wholesale and 
retail sales the advantage of adopting, 
for purposes of more efficient account­
ing, twelve-month periods with closing 
dates which coincide with the seasonal 
low points in their business cycles.
New York Herald Tribune
Four specific changes in Federal tax 
laws were recommended by directors 
of the North Carolina Association of 
Certified Public Accountants yester­
day as they met here with over 50 
members of the organization for dis­
cussions of auditing problems.
George R. Poole, of Raleigh, chair­
man of the organization’s legislative 
committee, gave a detailed explanation 
of the social-security act, also touching 
on the proposed state laws supplement­
ing Federal legislation.
The recommendations for changes 
in the Federal tax laws were made by 
directors to the American Institute of 
Accountants, with which the North 
Carolina group is affiliated. The pro­
posals were:
1. Restoration of specific exemptions 
for corporations with small incomes.
2. Recognition of capital gains and 
losses for income-tax purposes.
3. Substitution of a withholding tax 
on dividends for present corporation 
normal tax.
4. Acceleration of movement to de­
centralize determination of taxable in­
come for economical and efficient 
administration of tax laws.
Raleigh News and Observer
Asserting that a “ tremendous gap”  
lies between the income of a business 
as ordinarily determined and taxable 
net income as prescribed by law, the 
current issue of The Journal of Account­
ancy, organ of the American Institute 
of Accountants, urges that Congress 
change the Federal tax laws.
The Journal recommends that the 
Seventy-fifth Congress establish a non­
partisan commission to produce Fed­
eral income-tax laws, fixed in principles 
but flexible in rates, to meet budget 
requirements. It contends that corpo­
rations now sometimes have to pay 
income taxes when they earn no in­
come.
New York Times
Weak and poorly financed corpora­
tions will be made more vulnerable by 
operation of the Federal surtax on 
undistributed profits, and in some cases 
the levy may prove confiscatory, Vic­
tor H. Stempf, chairman of the com­
mittee on Federal income taxation of 
the American Institute of Accountants, 
stated at the American Management 
Association’s conference on taxation 
and finance, held at the Waldorf- 
Astoria yesterday. He gave the further 
opinion that the tax will come up to 
expectations of the government as a 
revenue producer. Revisions in the law 
to make its operation more equitable, 
he urged, are required.
New York Herald Tribune
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What Accountants are Saying
Cost, Prices and Profits
By C. O l i v e r  W e l l in g t o n , before 
Robert Morris Associates
All manufacturers know that some 
savings result from increased volume. 
On the other hand, there are extra 
costs of selling an increased volume 
which offset at least part of the saving 
in manufacturing costs that comes 
from increased volume.
In determining his price-volume- 
cost policy the individual should weigh 
all factors from two points of view—the 
effect on his own business and the effect 
on the whole industry. For instance, he 
should compare the savings from in­
creased volume with the increased sell­
ing cost of getting the increased volume. 
Then he should consider the economic 
situation in the industry to see what 
the result will be on the profit margin 
on all of the business taken, and whether 
a reduction in price on a particular 
order or a group of orders will actu­
ally result in an increase in total net 
profit.
There is an idea in many industries 
that the volume necessarily varies 
quite closely in inverse ratio to the 
price; that is, a reduction of price will 
bring an increased volume of business. 
We of course have seen the illustration 
of the Ford Motor Company, and there 
are certain industries selling directly 
to the consumer, that we might call 
luxury industries, where a reduction of 
price will expand the possible market 
and increase volume. That, I believe, is 
generally not true, and it certainly isn’t 
true of the structural steel business.
In most businesses, getting addi­
tional volume by cutting prices is a 
very doubtful blessing. Even if there
is a temporary advantage, it is only a 
short time before those prices will be 
met by the competitors. The usual re­
sult is a general lowering of prices 
and profits for the whole industry. 
It is certainly true that a capital 
goods industry can not increase the 
total of the whole industry by lower 
prices. . . .
One good result of the N.R.A. has 
been that it aroused in many business 
men and manufacturers a greater in­
terest in costs. That interest will in 
the long run, I believe, give much bet­
ter results than any plan of price fixing. 
It inevitably fixes the mind of the 
business man on costs and on the mak­
ing of some profit above costs.
It is rather important in determining 
cost, and particularly in determining 
selling prices, to realize that as a na­
tion we can live and continue to grow 
only as we, as a whole, make a profit. 
We are not very much bothered by the 
loss or bankruptcy of any one concern, 
but when the majority of business con­
cerns sustain losses we have a rather 
serious situation. The only source from 
which we can pay the heavy govern­
ment taxes is profits; that is, taxes 
must in the final analysis come out of 
the margin between cost and selling 
price. There is no other possible way 
by which taxes can be raised unless we 
are to have a capital levy, and a capital 
levy would obviously be at best a 
temporary and disastrous expedient. 
Therefore, if we look at the matter 
from the standpoint of the whole 
country and realize that we must on 
the whole have an excess of profits over 
losses, we realize that it comes right 
down to individual concerns and that 
we must strive in so far as possible to
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have each individual business make a 
profit rather than a loss.
The man who is making a profit must 
make enough, not only to yield a re­
turn for himself, but to cover the losses 
of those who make losses.
I would like to see a law— assuming 
that we can accomplish anything good 
by a law— which would prohibit sales 
below cost. I believe that would go a 
long way toward preventing unfair 
competition. The cost should be the 
total delivered cost. Such a law would 
have the rather good result of decen­
tralizing industry. It would prevent 
unfair competition by very large units 
selling below cost in certain localities 
to hurt local competitors or drive them 
out of business, and it would stop the 
below-cost selling in a whole industry 
and the consequent depletion of the 
national capital.
Balance-Sheet Ratios
By C. L. R ic h a r d s o n , of Los A n g e l e s ,
before Retail Controllers Associa­
tion, Los Angeles
The object of this paper is an at­
tempt to answer the questions: What 
ratios are required to analyze properly 
the balance-sheet of a retail store? 
What is an ideal set-up for a retail 
store balance-sheet? . . .
One writer states that there are cer­
tain bases of measurement by which 
the degree of management ability may 
be determined. These are:
1. Capital ratios
2. Inventory ratios
3. Sales ratios
4. Net-profit ratios
The matter of capital ratios is our 
present concern and the same writer 
states them as:
1. The relation of current debt to
tangible net worth.
2. The relation of fixed assets to
tangible net worth.
3. Working capital represented
by funded debt.
By tangible net worth is meant 
ordinary net worth after the deduction 
of such intangibles as goodwill, trade­
marks, etc.
The generally accepted ratio of prime 
importance is that of current assets to 
current liabilities as indicating the 
amount of working capital available. 
The accepted minimum is 2 to 1 and 
anything less is an indication of weak 
financial ability with a consequent re­
striction of enterprise.
Other ratios that might be consid­
ered, if there were any standards by 
which to judge a concern, are the per­
centages of current assets, fixed assets, 
other assets, and deferred charges to 
the total assets, thus:
Current assets...................... say 45%
Fixed assets.......................... say 30%
Other assets..........................say 20%
Deferred charges..................say 5%
T otal.......................................  100%
but it is evident that any comparison 
made must take into account the fact 
of land and buildings being owned or 
leased which would have an important 
bearing upon the relation of fixed assets 
to total assets.
The writer previously referred to 
gives the inventory ratios as:
1. To net sales
2. To working capital
3. To current liabilities
Sales ratios are given by him as:
1. To receivables
2. To working capital
3. To tangible net worth
The ratios of profit are stated:
1. Net profit to net sales
2. Net profit to working capital
3. Net profit to tangible net worth
It may be suggested that these are 
not balance-sheet ratios, but while some 
are obviously profit-and-loss ratios, 
they are all related to the balance-sheet, 
such as:
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Receivables 
Working capital 
Inventory 
Fixed assets
Current liabilities 
Funded debt 
Net profit 
Net worth
The subject has not been dealt with 
exhaustively, but it is hoped that suffi­
cient interest has been aroused to in­
spire a desire for more knowledge on 
the subject of balance-sheet ratios. 
The difficulty is to know what standard 
has been set by which one’s own con­
cern can be measured.
Unemployment Insurance 
and Old-age Benefits
By H e r b e r t  R e t z l a f f , in “ The Tim­
berman ”
Few people even now fully realize the 
vast implications of the far-reaching 
social security program.
The aims of the measure, as expressed 
in the words of the president, are to 
provide “ safeguards against misfor­
tunes which cannot be wholly elimi­
nated in this man-made world of ours.” 
However, there is naturally a wide dif­
ference of opinion as to the means by 
which this objective may be accom­
plished.
Viewing the trend of our industrial 
evolution since the turn of the century, 
one recognizes the present measure as 
the outgrowth of a growing demand for 
greater social security and stabilization. 
This trend will doubtless continue, and 
no matter what the fate of the present 
legislation may be, social security 
measures in one form or another are 
likely to be with us from now on. Re­
gardless of what we individually may 
think about these measures, we should 
study them carefully, so that, as citi­
zens, we may aid intelligently in find­
ing the best solution of the problem.
Business men are concerned particu­
larly with two measures under the act, 
viz.: unemployment insurance and old- 
age benefits. Both will be financed by 
certain payroll taxes and, thus, will 
have a direct bearing upon business pol­
icies, operating costs, records, etc. . . .
By 1949, nine per cent. of payrolls 
will be levied to finance these two prin­
cipal social security measures; bearing 
in mind, of course, that certain occupa­
tions are exempt and that under the 
old-age benefit taxes individual wages 
in excess of $3000 are tax-free. The 
above percentage might be increased in 
some cases by contributions to state un­
employment funds in excess of the 
credit allowed against the Federal tax.
Some apprehension has been ex­
pressed as to the effect of some of these 
taxes upon our economic life generally. 
The employers’ taxes (ultimately reach­
ing six per cent.) will, of course, in­
crease costs to some extent. It has been 
stated that, as the product passes 
through many processing industries 
from raw material to finished goods, 
these taxes will have a pyramiding 
effect. There is a possibility, of course, 
that the tax will be passed along and 
that in some cases a profit on the tax 
will be added— but even then the in­
crease should not be far in excess of six 
per cent. of the accumulated labor cost. 
Other factors determining price struc­
tures, such as competition, production 
volume, technical developments, will 
undoubtedly tend to check an undue 
increase in prices. In other words, the 
law of supply and demand will operate.
The first period of adjustment to the 
new program may have its difficulties—  
this being the price we must pay for new 
social measures. However, our industry 
will cope successfully with these ob­
stacles, just as it has made tremendous 
strides within the last three decades in 
the face of fluctuating costs and gov­
ernmental burdens.
As a nation, we embark upon this 
vast and hitherto, for us, untried pro­
gram of combating social insecurity 
and unrest. In this pioneering we may 
become lost in the woods occasionally. 
But there should be no doubt that even­
tually the individual initiative prevail­
ing in American business and national 
consciousness will evolve a sane and 
practical solution of this great problem.
Seen in State Society Publications
O ne N ational Organization
Our program should include a spirit 
of cooperation with the national organ­
ization, of which a large part of our 
number are already members. The 
American Institute now provides for 
exchanging views with the advisory 
council consisting of the presidents of 
the various state societies. This gives 
every member of our society an interest 
in the Institute.
It was a mistake to have two strong 
national organizations, involving much 
wasteful duplication of effort. Now that 
they are united, we should show a 
sportsmanlike spirit and continue along 
the line of united effort for the good of 
the profession.
Many problems of national impor­
tance will continue to arise. The state 
societies will be looked to for their 
advice and counsel. It will be necessary 
that we be on the alert and be prepared 
to offer intelligent and constructive 
suggestions to help solve these prob­
lems.
The Texas Accountant
Now that one national accounting 
organization is an established fact, 
all C.P.A.'s should become members of 
their respective state societies and then 
members or associates in the American 
Institute.
In Minnesota we are fortunate in 
having practically all practising C.P.A.’s 
as members of the Minnesota society. 
However, a number of state society 
members have not yet joined the Amer­
ican Institute.
It might be admitted that neither 
the state nor the national organiza­
tion has reached the state of perfection
desired. Nor are they doing all in their 
power to further the interests of the 
practising accountants. That in itself 
does not mean that we should hold 
back any longer. As more practitioners 
become members of either group that 
organization’s influence will grow and 
expand.
Furthermore, there is no need to 
wait until all other states do their part. 
We in Minnesota could do ours, and 
be one of the first to reach the desired 
goal. A strong and representative 
state society can be of considerable 
help to every member; and a strong 
and representative national organiza­
tion is an absolute necessity if we are 
to retain the battle-fields which we 
have captured.
The question is, are we to move 
forward— or lose ground? If you are 
not now a member of the American 
Institute you should give the matter 
your immediate attention.
The Minnesota Certified 
Public Accountant
Social Security Regulations
A few employers are still under the 
impression that in the event that all of 
their employees do not wish to take 
advantage of the benefits to be derived 
from the social security act, and do not 
fill in the cards provided for them, such 
employers will be allowed to escape the 
provisions of the act as affecting em­
ployers. Other few hold the view that 
only those employees who have filled 
in the cards will participate in the con­
tributions and benefits under the act, it 
being an elective matter. Our clients 
who hold any such views should be ad­
vised that while the law does not say 
that one who is not properly registered
28
The Certified Public Accountant 19
is not eligible for employment, they will 
not be able to properly fill in the forms 
which will be required of employers 
unless their employees have cards in 
their possession evidencing their regis­
tration.
One of the things that is not clear in 
the minds of many employers is just 
who is a casual laborer. Some are 
wrongly impressed that those who 
work only a day now and then in the 
regular business of the employer is 
exempt. The principle involved is dis­
cussed by examples in regulations 91.
Some of the stationery and office 
supplies vendors as well as a number of 
manufacturers of forms have requested 
that public accountants “ take off the 
leverage.” This means that when they 
call on our clients they are told that 
they are awaiting our advice.
Bulletin of the Florida
Institute of Accountants
Public Service
At the request of Professor Herman 
A. Gray, chairman of the Unemploy­
ment Insurance State Advisory Coun­
cil, the society’s committee on social 
security (New York State Society of 
C.P.A.’s), of which Joseph Getz is 
chairman, considered recommendations 
and the handling of employees’ records 
of compensation by the unemployment 
insurance division.
The resolution sent to Professor 
•Gray by Mr. Getz in a letter dated No­
vember 23rd and Mr. Gray’s reply are 
set forth below:
“ Whereas Professor Herman A. 
Gray, chairman of the New York State 
Unemployment Insurance Advisory 
Council, has requested the committee 
on social security of The New York 
State Society of Certified Public Ac­
countants to render an opinion as to 
the type of plan the unemployment 
insurance division should adopt, in re­
gard to employees’ records of compen­
sation, this committee has held a meet­
ing at which the matter was discussed 
and it was
“ Resolved, that it is the majority 
opinion of our committee that the most 
practical method and one which may be 
efficiently administered and will be the 
least burdensome method to employers, 
in the long run, will be that whereby 
employers subject to the law should be 
required to follow such plan as will 
necessitate that employers file reports 
at such times as may be designated 
with respect to their insured employees, 
containing the employment data with 
respect to each employee, as is set 
forth in instruction No. 1, dated De­
cember 3, 1935. In lieu of these re­
ports, the employer may have the op­
tion of submitting a copy of his insured 
payroll, such payroll to contain the 
required information as specified in 
instruction No. 1.
“ Furthermore, that in those cases 
where the employers claim stable em­
ployment for all or the greater part of 
their employees, such employers may 
upon application be granted exemption 
from the filing of full data reports, but 
should be required to file an initial re­
port, containing the full employee data 
and thereafter reports should be made 
only at such times as a change takes 
place such as a change of hours or 
wages, dismissal or addition of new 
employees. Such changes should be 
reported immediately either by sub­
mission of a new complete report or by 
a changes report. Each year thereafter 
the employer should be required to file 
a copy of the first payroll of the year. 
The administrative procedure with 
regard to the stable employers, should 
require strict compliance with the rules, 
revocation of the privilege being the 
penalty for failure to comply therewith.
“ It was further resolved, that this 
opinion be submitted with the under­
standing that it represents the opinion 
only of a technical committee of The 
New York State Society of Certified 
Public Accountants and the questions 
have not been submitted to the board 
of directors or the members of the 
society, and as such, said opinion may 
be used by Professor Gray in such
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manner as he may deem fitting and 
proper.”
P r o f e s s o r  G r a y ’ s R e p l y
“ Please accept this belated ac­
knowledgment of your letter of Nov­
ember 3rd, which sets forth the resolu­
tion adopted by your committee on 
social security in answer to my request 
of October 22nd.
“ I am indeed grateful to you and to 
your committee for its courtesy and in­
terest in taking this action. The opin­
ion of a group like yours, disinterested 
and expert, is of the greatest help in 
dealing with so technical a question. I 
have already shown the resolution to a 
number of the officials of the Labor 
Department and will make further use 
of it as the occasion warrants. I am 
very hopeful that the views expressed 
by your committee will be reflected in 
the rules which the administrators are 
about to issue.
“ It is good to know that your com­
mittee is so ready to assist in the public 
service and I send both to you and to 
them my thanks and good wishes.” 
Monthly Bulletin of the New 
York State Society of C.P.A’s
“Centralized” Financial 
Statements
Eight years ago, the Uptown Credit 
Group, an affiliated association of the 
National Federation of Textiles, Inc., 
inaugurated the plan of “ centralized” 
financial statements. Prior to that 
time, the practice of obtaining financial 
statements direct from customers and 
verifying the statements with account­
ants, had developed to such a burden­
some degree that “ centralized” finan­
cial statements became an imperative 
necessity. Its purpose was to avoid 
duplication of effort and to eliminate
unnecessary hardships on customers in 
filling out a great many different state­
ment forms. Similarly, its intention 
was to relieve accountants from the 
necessity of filling out a great many 
verification forms.
With this in view, the group arranged 
to have the National Credit Office, at
2 Park Avenue, act as an agency 
for centralizing financial-statement and 
allied information. The procedure in­
volved is very simple. Instead of filling 
out a great many different financial- 
statement forms, the merchant fills out 
a standard form submitted by the 
National Credit Office and, when this 
form is returned to the agency, it is 
photographed and sent to all interested 
subscribers. At the same time, the 
National Credit Office sends a verifica­
tion form to the accountant. This form 
contains a number of questions regard­
ing the scope of the audit. When the 
accountant returns this form filled out, 
it likewise is photographed and sent to 
all interested subscribers. In this way, 
one operation takes the place of what 
heretofore consisted of thirty to forty 
operations. A tremendous amount of 
time, effort and money is saved by all 
concerned.
One of the most important problems 
in business today is the problem of 
finding time to do things. Any plan 
which minimizes effort and reduces the 
time required to perform that effort, 
deserves the commendation and sup­
port of the business community.
It is hoped that those who have not 
yet availed themselves of the benefits 
of centralized financial-statement in­
formation will do so, in order that 
merchants and accountants, as well as 
credit departments, may not be un­
necessarily burdened.
Monthly Bulletin of The New
York State Society of C.P.A’s
Announcements
The Clyde A. Epperson Audit Com­
pany, of Miami, announces the ad­
mission of Julius M . Vroon to member­
ship in the firm.
Prankard & Zimmerman, of New 
York, announce that John H. Garrison 
has been admitted as a member of the 
firm.
Ernest H. Fletcher, William H. van 
Tifflin and John A. Ross announce the 
formation o f the partnership, Fletcher, 
van Tifflin & Ross, with offices at 3 110 
Book Tower, Detroit.
Byron J. Harrill announces the open­
ing of an office in the Woodward build­
ing, Washington, D. C.
Harry Rubenstein announces the 
opening of offices in the Perth Amboy 
National Bank building, 313 State 
street, Perth Amboy.
E. Elmer Staub, Ernest H. Fletcher 
and William H. van Tifflin, of Detroit, 
announce the dissolution of the part­
nership, Staub, Fletcher & van Tifflin.
Siegmund K atz & Isaac Wagner 
announce that the practice formerly 
conducted by them under the name of 
The Guaranty Audit Company will be 
conducted under the name of Katz, 
Wagner & Company with offices at
1 North LaSalle street, Chicago.
Knust & Everett and Guy Cambria 
announce the consolidation of their 
practice under the firm name of Knust, 
Everett & Cambria, with offices at 
Hartford and Middletown, Conn. The 
admission of William R. Reader as a 
member of the firm is also announced.
Touche, Niven & Co. announce the 
admission of Robert S. Waugh to 
membership in the firm. He will be 
resident partner in the Detroit office.
Arnold J. Van Keppel and Owen B. 
Green announce the formation of a 
partnership under the firm name of 
Van Keppel & Green, with offices 
at 1001 Grand Rapids Trust building, 
Grand Rapids.
David E. Weinberger and Louis E. 
Weinberger announce the removal of 
their offices to 11 West 42nd street, 
New York.
William A. Matthews has resigned 
his position as treasurer and comptroller 
of Franklin Simon & Co., Inc., to re­
enter public accounting practice.
Prankard & Zimmermann announce 
the removal of their New York offices 
to 55 Liberty street, and the opening of 
a branch office at 45 M ilk street, 
Boston.
Frederick H. Hurdman, o f New York, 
has accepted chairmanship o f the vol­
untary committee which will distribute 
debentures of the New York World’s 
Fair among accounting firms.
Herbert M . Temple was recently in­
stalled as president of the St. Paul 
chapter o f the American Interprofes­
sional Institute.
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Correspondence
C h a p t e r  M e e t in g s
Editor, T h e  C e r t if ie d  P u b l ic  A c­
c o u n t a n t :
D e a r  S i r :
Receipt is acknowledged of your 
letter of January 8th in which you re­
quest that our society send you any 
news of activities which may be of 
interest to the members of other socie­
ties. . . .
If you think the following is suffi­
ciently interesting for publication, you 
are at liberty to use it:
Our society has chapters in each of 
the larger cities. For the last two or 
three years, the Cleveland chapter has 
had a luncheon meeting each Monday. 
During the season of the year when we 
are not so extremely busy a member is 
assigned to lead the discussion of some 
timely subject, particularly dealing 
with new tax laws, the social-security 
act, etc. At all of the meetings during 
the entire year, any member may 
bring up for discussion any problem 
which may have arisen in his practice, 
with the result that he may have the 
benefit of the experience of others who 
may have dealt with this particular 
subject before. The weekly mailings of 
one of the tax services are gone over 
and the important rulings and decisions 
are discussed. We believe these meet­
ings are of great value to accountants in 
this city and, as many of them have 
expressed themselves, we do not feel 
that we can afford to be absent.
In our next bulletin, I will ask all of 
the members to submit anything that 
might be suitable for publication.
V e r n o n  J. M o o r e , 
President, The Ohio Society 
of C. P . A’s
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T a x  Sy m p o s i u m
Editor, T h e  C e r t i f i e d  P u b l i c  A c­
c o u n t a n t :
D e a r  S i r :
It occurs to us that you may not have 
a record of a tax and accounting meet­
ing which was held on December 5 , 1936, 
in Raleigh, under the auspices of the 
North Carolina Association of C.P.A’s 
with approximately sixty attending. 
The meeting was confined to a discus­
sion of matters arising in the daily 
practice of members. The program was 
as follows:
Wm. E. Stevens, Lenoir, “ Federal and 
state inheritance and gift taxes.”
C. B. Moore, Raleigh, Department of 
Revenue, “ North Carolina inheri­
tance and gift taxes.”
Leslie A. Heath, Charlotte, discussion 
of “ Processing taxes and refunds.” 
W. J. Spain, Raleigh, Department of 
Revenue, general comments on “ Co­
operation with state officials.”
T. W. Alexander, Jr., Raleigh, Depart­
ment of Revenue, “ North Carolina 
franchise taxes.”
F. B. Drake, Raleigh, Department of 
Revenue, “ North Carolina sales 
taxes.”
C. K. Cooke, Jr., Raleigh, Depart­
ment of Revenue, “ North Carolina 
income taxes.”
George R. Poole, Raleigh, “ Federal 
and state social-security taxes.”
The program was particularly well 
received and judging by the active 
participation in the various subjects 
the program was of interest to those 
attending.
L e s l ie  A. H e a t h , 
President, North Carolina 
Association of C.P.A’s
RUM F O R D P R E S S  
C O N C O R D . N .H .
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Bulletin of the American Institute of Accountants
A United Profession
RE L A T IO N S between the state societies of certified public ac­countants and the American Institute of Accountants, now the 
“ one national organization,”  have been distinguished by cordiality 
and unity of purpose. The possible benefits of this cooperation are 
many and concrete.
Few problems which face the state societies are so truly local that 
they can be solved without reference to the experience of other 
states. The Institute provides a means for the exchange of informa­
tion and ideas, facilitating the solution of many problems. It is well 
equipped to render this service.
The Institute has in its files a record of the history of accountancy 
legislation which should be helpful to a society seeking to improve 
the law of its state. It has information available showing what 
rules of ethics state societies have found it well to adopt, and, to 
some extent, their experience in enforcement of those rules.
An outstanding example of successful cooperation between state 
and national organizations is the current program on behalf of the 
natural business year. M ost state societies have benefited by this 
opportunity.
The national organization provides a means for assembling, 
through the state societies, the opinions on specific topics of certi­
fied public accountants everywhere, digesting these opinions and 
presenting the consensus to interested groups as the view of the 
profession as a whole. A  notable example of this kind of service is the 
analysis of recommendations for amendment of the revenue act 
of 1936, described elsewhere in this bulletin.
The Institute has recently called attention to a plan by which 
addresses given at meetings of a state society can be published as 
articles in The Journal of Accountancy or T h e  C e r t i f i e d  P u b l i c  
A c c o u n t a n t , and reprints can then be furnished, at cost, to the so­
ciety for distribution to all its members. A n  offer to help in arrange­
ments for regional meetings has also been broadcast.
These are only a few examples of the kind of cooperation possible 
between the state and national organizations. Others arise from day 
to day. The relationship is one which should be m utually profitable 
and should count much toward the advancement of the profession.
1
Fundamentals of Municipal Accounting Practice
BY GEORGE P. ELLIS*
TH E state of Kansas has put upon its statute books a law providing for special certification of men qualified to do municipal auditing—a plan 
which I consider entirely admirable and a great forward step. I t is proper 
that the particular specialized training and responsibility of those who 
account for public funds should be so recognized.
Public accounting, of course, has its own very special responsibilities 
and many of these professional requirements apply with equal, if not 
more, force in municipal audits, but some do not. Some are highly intensi­
fied. For example, audits of public funds are not confidential, to be se­
creted; they are public records, open to the public.
One requirement of commercial practice which is absolutely imperative 
in municipal auditing is thoroughness. Thoroughness is of the essence of 
good accounting. The man who is genuinely ambitious, will find time not 
only to be efficient in the routine operations of an audit, but also to ac­
quire a background of essential information with which to illuminate the 
figures thrown up by the audit. The commercial accountant has the whole 
field of business operations for his exploration, but when his work is in 
municipal accounting, he has a further obligation to know the legal back­
ground of every operation. Municipal operations are governed by laws; 
therefore, every law conditioning city income and expenditures must be 
thoroughly understood and applied in testing every financial operation.
For example, we all know how easy it is for license fees and special levies 
to be put to uses other than the one provided by the ordinance. Without 
very complete and accurate accounting and a thorough knowledge of the 
precise limits of the authorizing statute, overstepping is very easy, though 
it may be unintentional.
I can not too much stress, therefore, the need for background as an 
essential element in thoroughness. The public accountant has made great 
strides in the last decade; he has turned his back upon petty specialization 
and moved toward a broader basis of service; but he still has far to go to 
achieve the status for the profession which must be our goal. As a group, 
we have been handicapped by the hybrid character of accounting—half a 
business for profit, half a profession in which service comes first. We have 
had to contend with the problems arising from rapid growth and from the 
artificially seasonal character of our work. We have had to struggle with 
technical standards of performance still in a state of becoming, not yet 
fixed beyond argument.
*M r .  Ellis is chairman of the American Institute of Accountants special committee on govern­
mental accounting and a member of the National Committee on Municipal Accounting. He resides 
in Chicago.
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We have had to contend with our own particular problems of “ price 
competition.”  Let us look at this question of price competition, because 
the issue raised in general practice applies with very much more force in 
municipal accounting.
Fees can be so low that the service is worthless, and money so taken is 
really taken under false pretenses. It is, of course, unprofessional in private 
practice to take the attitude, “ let the buyer beware” ; but in public busi­
ness it is positively criminal. The public welfare is paramount, and must 
be served with the highest degree of professional integrity. Any man who 
will sacrifice accounting thoroughness and honesty, in order to take busi­
ness at a low fee, is not acting on a professional plane. He should step 
aside in favor of those who have the courage to do a good job at a fair 
price, or to refuse the business.
Accounting as a profession is ranked, with law and medicine, as one in 
which the public has a peculiar need of protection against ignorance and 
dishonesty. The public is dependent upon th e  accountant for certain 
expert services of so specialized a nature that the public can not judge the 
quality of that service. The accountant is a type of “ intellectual spe­
cialist”  whose qualifications the layman is not in a position to appraise for 
himself. Accounting, therefore, along with law and medicine, is a profes­
sion “ affected with a public interest.”
But it is also a business concerned with making profits as well as with 
giving a service. As a business, in spite of the intellectual qualifications 
necessary to enter it, competition within it is a destructive force. A  busi­
ness in which competition does not sufficiently protect the consumer is also 
to a greater or lesser degree “ affected with a public interest.”  O f this 
nature is banking, insurance, trust service, accountancy. Competition is 
tolerated in fiduciary enterprise of this kind, but the public must be 
guarded against the effects of uncontrolled competition.
An audit by men with proper background, able to go behind the figures 
and make an intelligent analysis for the guidance of management, is some­
thing altogether different from mere figure checking. The two are called 
by the same names, but obviously they are not the same and are not to be 
compared on any basis, either of efficiency or of price. It is just as true in 
our profession as in retail selling, or in any other field, that the bargain 
hunter gets no more in the long run than he pays for. Accounting service 
on a cut-rate basis is cheap service; quality suffers— even essential quality 
— and lack of quality in the work of any member of our profession reacts 
not only upon that individual, but also to some extent undermines the 
standing of the whole profession. The public is not able to judge the qual­
ity of accounting service, and therefore believes it is getting something 
from the cut-rate accountant which it is not. It learns the difference too 
late. We, as a profession, can not tolerate the rule of “ caveat emptor”  
(let the buyer beware), and yet that is exactly the effect of price competi­
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tion in a highly qualified, responsible service. I f  such competition is de­
structive in business, it is fatal in the field of public-fund accounting.
A  recent audit for a city of 20,000 disclosed a defalcation of $200,000, 
and in addition a misapplication of funds amounting to about $500,000. 
The misapplication of funds was the result of ignorance and poor auditing. 
The shortage, however, had been deliberately engineered over a period of 
14 years. The worst of the situation, to my mind— apart from the mean­
ness and criminality of certain public officials— was the fact that it devel­
oped while a public accountant was making regular audits. He was so 
anxious to keep the job, even at the very low fee he had named to get it, 
that he did not dare criticize what he found. Neither did he make an 
analysis for the heads of the local government sufficiently convincing to 
bring about improved accounting which would have prevented a con­
tinuance of the misuse and theft of public money.
This case emphasizes very clearly that the accountant’s responsibility 
is not primarily to the client, but to the public, especially in municipal 
accounting. In England, the accountant’s responsibility in corporate 
work is clearly understood to be the protection of the stockholder, who 
stands for the public. In this country we have on the whole regarded man­
agement as our client rather than the stockholder. The English view must 
prevail, however, in municipal work. Our responsibility is not to the public 
official who contracts for our services, but to the great body of municipal 
“ stockholders” — the taxpayers. Our loyalty must be given to those 
“ stockholders.”  Our client is not the public official, but the whole mu­
nicipality. Therefore, we must be entirely frank and disinterested in re­
vealing irregularities, in recommending improvements, in criticizing public 
officials who deserve censure for their handling of funds.
If the accountant in general practice has this great responsibility for 
high integrity, how much greater is his responsibility in dealing with the 
problems of governmental bodies. Kansas has recognized this by demand­
ing proof of special qualifications— training and experience— in the ac­
countant who audits public funds; but the accountant’s obligation does 
not stop when he has satisfied general requirements.
The municipal accountant, by virtue of his certifications, undertakes to 
do a thorough job, and to do it for a reasonable fee, without overcharge or 
rate cutting.
He must check the fidelity of public officials. He must check the effi­
ciency o f financial administration. This means more than checking for 
compliance with laws. It is possible for an official to comply fully with the 
statutes, and yet be inefficient and wasteful of public money. The auditor 
who is conscientious must point out means of improving financial admin­
istration, without fear or favor.
An example of the scope of such suggestion and advice is the question 
of spreading the cost of long-term improvements. It is customary to make
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a bond issue run for the life of the improvement for which the bonds are 
issued. This is axiomatic. Y et improvements are made, the cost of which 
should be spread over a period of years by means of a bond issue, but 
instead are paid for out of current taxes. It makes no difference whether it 
is a city hall, a garbage plant, or a municipal utility; it is improper financ­
ing to load the whole of such expenditure upon current taxpayers. Sound 
practice would spread the cost over a suitable period, in order that the 
present taxpayers bear no more than their share of the burden, and have 
lower taxes than would otherwise be possible. To spread the burden 
equitably requires study of the best methods of meeting any obligation. 
The accounting function is to give the factual basis on which to analyze 
the best way of financing.
It is for us to make clear to officials that uniform accounting is essential 
for any comparison of municipal tax rates in different cities, but that com­
parison must also be qualified by weighing the value of service given for 
the expenditure. Two cities of the same size and general characteristics, 
with the same tax levy, may not be at all comparable on the basis of qual­
ity of municipal service. A  volunteer or a part-time fire department does 
not equal a full-time paid force. Regular garbage collection does not tally 
with collection by private contract, paid for by the citizens individually. 
The value of the service must be weighed with what it costs, and the de­
cision left to the public as to whether it can afford the services it de­
mands from it officials. This is vital, especially now that city incomes 
have been reduced both by the lowering of valuations and by high tax 
delinquency. Some expenditures can not be reduced; others can be reduced 
if the public understands why and what it costs to give the desired public 
service.
You who are qualified specialists in municipal accounting know what is 
sound procedure. You are familiar with the work done by the National 
Committee on Municipal Accounting, or, if you are not, you should be. 
But there are many little things to be watched as carefully as the basic 
principles. To cite just one— make it a point to call things by their right 
names. Do not permit deficits to be so camouflaged that only an expert 
can recognize them as deficits. Fully identify items in published state­
ments, so that the separation of the assets, liabilities, income and expense 
of each fund is clearly made and properly labeled to indicate not only 
what they are but to what funds they belong. Both professional accuracy 
and public policy demand the strictest observance in such matters.
The accountant in all his work acts in a fiduciary capacity; but in 
public-fund accounting, he is doubly responsible to see that public funds 
are safeguarded, that their control is not only within the letter of the law, 
but within the spirit of the law as well. The independent audit should 
bring up problems of city management, uncover the “  costs of government,” 
and so provide the factual basis for more efficient public administration.
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Here, it is not amiss to point out that accountants are often criticized 
for their petty fault-finding of past methods and the accounting forms in 
use. It is said that each accountant recommends changes in forms and 
methods introduced by his predecessor. Forms are really incidental; the 
important things in municipal accounting are the fundamentals of proper 
management and proper information to taxpayers. The uniformity should 
be in the character of the items which enter into the accounts.
Accountants must consider themselves absolutely independent and 
impartial. In Kansas there is an opportunity to show that public account­
ants can do the work; that they will do thorough, honest, intelligent work; 
that they will not sacrifice quality to get a job at a price; that they will 
look upon this field of opportunity not as routine work, but as one calling 
upon the accountant to take a major part in the work of promoting better 
local government. The future of the profession in municipal accounting 
will be greatly influenced by what is done in Kansas. Depending upon 
how municipal accountants there conduct themselves, the movement for 
such special expert qualification will grow in other states. There is a 
marvelous opportunity to do a real piece of work. In the interest of the 
profession, I hope that practice in Kansas will be maintained on the 
highest possible plane.
A Legislative Episode
IN TH E  past few years many state societies have had to spend time and effort in opposing legislative attacks on C .P .A . laws— attacks which 
have taken the form of waiver bills or outright repealers.
The Ohio Society of Certified Public Accountants has recently had to 
resist a particularly ingenious attempt of this sort, and it is believed that 
a detailed account of the incident might be of interest to members of the 
profession in other states.
Ohio house bill No. 225 and a companion bill in the senate were intro­
duced in the Ohio legislature early in February. The bills provide for 
registration before October 1, 1938, of persons who had practised public 
accounting in Ohio on their own account, or had been resident managers 
or partners of firms of public accountants, for a period of one year, and 
of persons who held Ohio C .P .A . certificates issued under prior acts. 
After October 1, 1938, no one would be entitled to practise accountancy 
except registered persons, and thereafter only persons who had become 
certified public accountants by examination would be registered.
However, under section 17 of the bill, any person eligible for registration 
prior to October 1, 1938, who later applied for examination for a C .P .A . 
certificate would be granted an advance credit of five points in each 
examination subject for each year of public accounting practice in excess 
of five years, provided that the maximum number of credit points to be 
granted any candidate could not exceed a total of fifty credit points in 
any subject.
Since the passing grade in each examination subject was set forth in 
the bill as 75, a public accountant registered under the act, who had 
practised for fifteen years, would, under this provision, have to make 
only twenty-five points in the examination in order to obtain a certificate.
The Ohio society rightly considered this provision as tantamount to a 
waiver, and decided to oppose the bill. The society quickly retained as 
counsel a former member of the state senate, who kept watch of the 
progress of the bill in the legislature. The secretary of the Ohio society, 
after the board of directors had decided what its policy would be, cir­
cularized all members of the society, pointing out the undesirable features 
of the bill, seeking the cooperation of the membership in opposing it and 
asking for contributions of funds for the purpose. Contributions amount­
ing to nearly $1,000 were made in less than two weeks and many members 
of the society wrote letters to members of the house finance committee, 
to which the bill had been referred. Later, members of that committee 
privately stated that they had been favorably impressed by these letters 
because they were obviously not form letters but expressed the individual 
convictions of the writers. The rational and conservative tone of the 
communications also produced a favorable effect on the legislators.
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Statements opposing the bill were also obtained from representative bank­
ers in Ohio, and from other interested persons.
The secretary of the Ohio society had also referred the bill to the 
American Institute o f Accountants committee on state legislation, which 
immediately made an analysis and forwarded a memorandum presenting 
arguments against objectionable features of the bill, together with statisti­
cal data and other information drawn from the records of the Institute, 
which had been requested by the Ohio society’s legislative committee.
A  hearing on the bill was called for February 25th at the state capitol, 
Columbus. In the afternoon officers and directors of the Ohio society and 
the Ohio state board of accountancy met at the Deshler-Wallick hotel for 
a conference. The secretary of the American Institute of Accountants was 
also present, by invitation. The group was joined at dinner by counsel to 
the Ohio society and a representative of the Ohio Chamber of Commerce, 
and after dinner all those present proceeded to the committee room in the 
capitol, where the hearing commenced shortly after 8:00 p .m .
The proponents of the bill testified first. Tw o speakers, who occupied the 
better part of an hour, presented extensive arguments, on many o f which 
questions were raised later by members o f the house finance committee. 
Generally, the arguments attacked the state board o f accountancy on the 
grounds that its examinations were too difficult and its gradings arbi­
trary, and favored regulation of the entire profession rather than only a 
segment of it. M artin J. A rft, a former president of the Ohio state board of 
accountancy, upheld the regulatory feature of the bill, but vigorously de­
nied the charges against the state board.
The first witness against the bill was John L. Carey, secretary o f the 
Institute. H e stated that at the present time the Ohio state C .P .A . 
certificate enjoyed a high ranking in the country as a whole, but that if  the 
bill were passed its standing would drop to a low level, because issuance 
of certificates without adequate examination would be permitted. As 
evidence o f public interest in the maintenance o f high standards for the 
C .P .A . certificate, he quoted excerpts from letters from financial organi­
zations and government departments which, because they m ay be of 
general interest, are reproduced here, as follows:
“ W e feel that where trust funds are involved it is very essential that 
the audit reports that are given us be prepared by competent, careful 
accountants. W e feel the requirement of a C .P .A . certificate insures to us 
a reliable audit.
“ This organization would register opposition to any movement which 
might lower the standard of requirements for the accountant’s certificate. 
W e believe the present requirements are fair. We also believe the posses­
sion of a certified public accountant’s certificate, when acquired under a 
recognized state examination, is o f great value.”
National Association of Credit Men
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“ As you know, the Securities and Exchange Commission has a direct 
interest in accounting matters. I do not think the importance o f good 
accounting can be too strongly emphasized.
“ In practising under the securities act and the securities-exchange 
act, the accountant has a duty to prepare his statements in such a man­
ner that a clear picture of the financial position of any enterprise is 
presented. Good accounting, therefore, goes a long w ay to make the work 
of this commission easier and will aid in accomplishing the purposes o f 
the securities act of 1933 and the securities-exchange act of 1934. Bad or 
careless accounting in statements filed with us, of course, increases the 
administrative burden.”
Securities and Exchange Commission
“ The stock exchange has a direct interest in this question, because o f 
the position it has taken for some years back requiring that the accounts 
of companies seeking listing for their securities must be audited by a 
properly qualified auditor. Unless the certified accountant’s certificate 
means something definite, we can not see how it will mean anything at all 
to us or, indeed, to anyone else.
“ W e are not called upon to express any views as to the advantages or 
disadvantages o f restricting the work o f public accountancy to those 
bearing a certified public accountant’s certificate, but we do feel that such 
a certificate has had and should have a definite meaning, and we regard 
as being against the public interest any movement for lowering the stand­
ards required for the possession o f such a certificate.
“ It  is our understanding that as state by state passed laws legally 
recognizing professional public accountants, those public accountants 
who were then practising were exempted from the necessity of taking a 
written examination, so that no question appears to be presented here as 
to any injustice which might otherwise have been done to men skilled in 
the profession, who have grown old and who have not the leisure nor the 
inclination to take an examination. There seems no reason why those not 
thus exempted should not pay the price for the advantages which the 
certificate m ay bring them by taking an examination to show that they 
are qualified for its possession.”
New York Stock Exchange
“ Y our letter of the 10th instant, addressed to the chairman of this 
commission, advising that there is a current tendency to reduce the 
standards o f the requirements for the acquisition of a certified public 
accountant certificate in some of the states, has been given careful con­
sideration by the commission.
“ The commission has given me instructions to acknowledge your letter 
and to assure you that the commission, in the light o f its experience in 
the field o f practice, fully recognizes the necessity of maintaining high 
standards in professional accountancy.”
Federal Trade Commission
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“ Certified public accountants and attorneys are the only professional 
men admitted to practice before the department as agents of taxpayers 
without examination. This privilege is extended to certified public ac­
countants because the committee on enrollment and disbarment has 
been convinced that the prerequisites for the certificates in the various 
states are sufficiently high to warrant it.
“ It is obviously essential for the protection of the taxpayer and the 
government that agents practising before the department be qualified 
through education and training to do so competently.
“ The Treasury Department requires all applicants for enrollment who 
become certified or registered public accountants by the waiver route, to 
take an extensive examination to demonstrate their qualifications to 
represent claimants before the department.”
U. S. Treasury Department
“ The Robert Morris Associates, representing substantially all the out­
standing banks of the United States, for quite a number of years have been 
directing strong, energetic efforts toward improving accountancy prac­
tices and have had whole-hearted, sincere cooperation from the American 
Institute of Accountants and all the other more important accounting 
societies of the country, with splendid results.
“ We look upon the C .P .A . certificate as an indication of a high standard 
for the accounting profession and are firmly of the belief that there should 
be no letting down of requirements for such a certificate. As a matter of 
fact, we are strongly of the opinion that in the interests of the public at 
large, stockholders and prospective investors in corporations, investment 
houses, and loaning banks, legislators should further strengthen the laws 
so that no one shall be given a C .P .A . certificate who can not satisfactorily 
pass a proper written examination and qualify otherwise, to the extent 
that the fullest confidence can be placed in any audit prepared and signed 
by a certified public accountant.”
Robert Morris Associates
Sydney J. Collins, secretary of the Ohio state board of accountancy, 
also testified against the bill, answering charges that had been made 
against the state board’s procedure and emphasizing the high standing of 
the Ohio certificate.
Two representatives of correspondence schools and business colleges 
spoke against a provision of the bill which would require a college educa­
tion as a prerequisite for the C .P .A . certificate.
Following the testimony, the house finance committee discussed the mat­
ter at some length. It was obvious that the waiver provision would not 
be accepted by the committee, but some of its members expressed them­
selves in favor of a regulatory measure. Finally, however, a motion was 
adopted to postpone all consideration of the bill until the two groups 
representing the certified public accountants and the public accountants 
might agree on a substitute measure eliminating objectionable features.
American Institute of Accountants
Meeting of Council
The regular spring meeting of coun­
cil of the American Institute of Ac­
countants will be held at the Commo­
dore Hotel, Lexington Ave. and 42nd 
Street, New York, at 10 a .m ., April 12,
1937. The council will consider reports 
of officers and committees and other 
business which may come before it.
Bankruptcy Reform
At the request of the National Bank­
ruptcy Conference the president of the 
Institute, with the approval of the 
executive committee, has appointed a 
special committee on bankruptcy to 
consult with and advise the conference 
on questions relating to accounting. 
The personnel of the committee is as 
follows:
Theophilus Schuyler, chairman, New
York
T. Coleman Andrews, Virginia
Charles Banks, Illinois
William G. Buchanan, District of
Columbia 
Prior Sinclair, New York
Mr. Banks is a member of the Na­
tional Bankruptcy Conference, having 
served as an individual for several 
years.
The conference, after four years’ 
work, is nearing completion of plans for 
modernization of the bankruptcy act, 
including changes in section 77B, which 
will soon have the consideration of 
Congress. Cooperation has been re­
ceived from the S.E.C. and other 
bodies in various aspects of the work.
Accounting Procedure Committee 
Reorganized
With the object of coordinating the 
work of the Institute’s technical com­
mittees and eliminating the possibility 
of inconsistency, the president and 
executive committee have reorganized 
the committee on accounting proce­
dure. For the remainder of the year this 
committee will consist of the chairmen 
of various other committees which deal 
with questions of accounting procedure, 
and will be headed by a member of the 
Institute’s executive committee. The 
sole function of the reorganized com­
mittee on accounting procedure will be 
to review reports or pronouncements on 
technical accounting questions which 
other committees propose to release.
This action has been taken because 
the work of the organization has broad­
ened to such an extent, with consequent 
increase in the number of committees, 
that difficulty has been experienced 
among the committees themselves in 
keeping each other informed of matters 
of mutual interest. For example, com­
mittees which deal with stock ex­
changes, the securities and exchange 
commission and investment bankers 
might be called upon to answer similar 
questions, and it is naturally desirable 
that their answers should be entirely 
consistent. It would be too much to ask 
that any one committee undertake the 
work of dealing with all these and simi­
lar bodies. Consequently, the best 
solution, in the opinion of the executive 
committee, is the creation of a coördi­
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nating committee whose sole function 
will be that of review.
As reconstituted, the committee on 
accounting procedure is as follows:
A. W. Teele, chairman
(Member, executive committee) 
Alexander S. Banks
(Chairman, special committee on co­
operation with investment bankers) 
Joel M. Bowlby
(Chairman, special committee on pub­
lic-utility accounting)
A. S. Fedde
(Chairman, special committee on co­
operation with bankers)
Frederick H. Hurdman
(Chairman, special committee on co­
operation with stock exchanges)
Roy B. Kester
(Chairman, committee on education) 
Paul K. Knight
(Chairman, committee on technical 
information)
Philip N. Miller
(Chairman, committee on profes­
sional ethics)
Rodney F. Starkey
(Chairman, special committee on co­
operation with Securities and Ex­
change Commission)
The former committee on accounting 
procedure has been renamed the “ spe­
cial committee on technical informa­
tion,”  without any change in personnel. 
It will continue the duties undertaken 
in the past of replying to technical 
questions submitted by members and 
others and developing the technical 
information facilities of the Institute.
Institute Bulletin Approved
At a recent meeting the Illinois 
Society of Certified Public Account­
ants adopted a resolution expressing 
its general approval of the Institute’s 
bulletin, Examination of Financial State­
ments by Independent Public Account­
ants, and recommending its use.
The President Speaks
Robert H. Montgomery, president 
of the American Institute of Account­
ants, addressed a meeting of the So­
ciety of Louisiana Certified Public 
Accountants at New Orleans on Febru­
ary 8th. The meeting, held at historic 
Broussard’s restaurant, was attended 
by about fifty-five members of the 
Louisiana society.
Colonel Montgomery, on his visit to 
New Orleans, was accompanied by 
Mrs. Montgomery. Mrs. Montgomery 
was entertained at luncheon at the 
Patio Royal and, with Colonel Mont­
gomery, attended several of the carni­
val balls and witnessed the parades 
from the balcony of the Boston club.
Washington Office
Members of the Institute have not, 
in any great number, taken advantage 
of the Washington office maintained by 
the Institute since January 1, 1937. 
One of the chief objects of the office is to 
provide service to out-of-town members 
who visit Washington. For the most 
part, demands on the office have ema­
nated from accountants and others 
resident in the District of Columbia, 
including officials and members of the 
staffs of various government depart­
ments.
The Washington office is managed by 
two competent members of the former 
staff of the American Society of Certi­
fied Public Accountants. A library is 
kept in the office which includes tax 
services and other information useful to 
visitors in Washington, and records are 
maintained which are helpful in reply­
ing to miscellaneous requests for in­
formation.
Members are invited to make use of 
the facilities of the office when they 
visit Washington.
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Election of Members
In the absence of protest, the presi­
dent has declared elected, as members 
and associates respectively, 34 ap­
plicants whose election had been rec­
ommended by the board of examiners 
and approved by the council by mail 
ballot. Following are the new members 
and associates:
Admitted as Members
St. George Tucker Abrahams, 
Lynchburg 
Henry Amster, New York 
Charles Miller Culp, Seattle 
Glenn Y . Davidson, Houston 
Charles A. Dickinson, Los Angeles 
Henry A. Esser, New York 
Vincent Francis, New Bedford 
Ernest E. Godfrey, Los Angeles 
Joseph H. Gorman, Boston 
W. Clair Hopkins, Chicago 
George L. Knauss, New York 
William Scott Nettleship, New York 
Virgil J. Pedrizetti, Duluth 
Hugo M. Reinking, Fort Wayne 
Emmett Reid Sanford, Missoula
George E. Thieroff, Wheeling 
Robert H. Van Boskirk, Lincoln
Admitted as Associates
John Harry Allen, New York 
Sidney Bernstein, Chicago 
Edmund D. Bowman, Camden 
Fred C. Burfeind, New York 
Charles J. Burney, Kansas City, Mo. 
Arthur M. Cannon, Portland, Ore. 
James E. Duncan, New York 
Frank Feigenbaum, New York 
Owen H. Gawthrop, Washington, D. C. 
James E. Gillis, Washington, D. C. 
Nelson T. Hampson, New York 
George E. Hirst, Cleveland 
Max Hoffman, New York 
John Leekley, Milwaukee 
Howard G. Lewis, Wheeling 
Walter A. McCadden, New York 
J. H. McClure, Des Moines 
Attilio F. Porcelli, Wilmington 
Sidney A. Pyne, Chicago 
C. Rufus Rorem, Chicago 
Charles Silep, Gary 
C. Aubrey Smith, Austin 
Harvey C. Stafford, Paris, France
Nathaniel B. Hinckley
Nathaniel B. Hinckley, of St. Paul, 
a charter member of the American In­
stitute of Accountants, died on Sep­
tember 2.6, 1936, the Institute has 
learned. Mr. Hinckley was a certified 
public accountant of Minnesota, but 
had not been in active practice for 
many years. He was 93 years old.
Mr. Hinckley was born at Milton, 
Massachusetts, and was a direct de­
scendant of Thomas Hinckley, the last 
colonial governor of Plymouth Colony. 
He served in the Civil War as master’s 
mate, with the West Gulf Squadron, 
U.S.N., under Admiral Farragut.
For 14 years he served as accountant
for Russell & Co. at Shanghai and 
Hong Kong, China. Returning to this 
country, he spent the remainder of his 
business career in railroad accounting. 
He was auditor and assistant treasurer 
of the Chicago, Burlington & Northern 
Railroad Co. for 14 years.
William S. Parker
William S. Parker, of Louisville, 
Kentucky, it has been learned, died on 
May 11, 1936, at the age of 94. Mr. 
Parker, a certified public accountant of 
Indiana, was a charter member of the 
Institute and a partner in the firm of 
Parker & Mason. He retired from prac­
tice at the age of 89.
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Cooperation with Trade 
Associations
During recent weeks the Institute’s 
special committee on cooperation with 
trade associations has given considera­
tion to means by which state societies 
of certified public accountants, as well 
as the Institute, might establish rela­
tions with trade associations which 
would facilitate consideration of prob­
lems of mutual interest.
On March 2nd the secretary of the 
Institute addressed a letter to the 
presidents of state societies, outlining 
a plan evolved by the committee. He 
explained that the committee is pre­
paring a printed circular which will be 
sent to some 2,500 trade associations 
of national or interstate scope designed 
to prepare the way for cooperation 
with state societies.
There shall be no offer of a service 
which might properly require retention 
of an accounting firm on a professional 
basis, but the committee would like to 
be able to say that the state society in 
each case has appointed a committee 
which would be glad to discuss with the 
representatives of a given trade asso­
ciation or group any problem on which 
the state or national accountancy or­
ganizations might properly be of serv­
ice. Opportunities for cooperative effort 
of this kind have occurred in the past, 
and it is felt that there must be many 
similar opportunities.
Each state society president received 
a list of trade associations of interstate 
or national scope having headquarters 
in his state, and his attention was called 
to the fact that there probably are a 
number of local trade associations or 
groups in his state with which a com­
mittee of his society might properly 
communicate.
Each president was asked specifically 
if he would be willing to appoint a
committee on cooperation with trade 
associations to work with the com­
mittee of the Institute.
The committee believes that this is a 
field in which coördinated effort by 
state and national organizations will ad­
vance the accounting profession.
The personnel of the Institute’s com­
mittee is as follows:
J. Arthur Marvin, chairman, New York 
Albert G. Aschenbeck, Minneapolis 
Parry Barnes, Kansas City, Mo. 
William G . Buchanan, Washington, D . C. 
William J. Carter, Atlanta 
Frank G. Rodgers, San Antonio 
John C. Thomson, Los Angeles
“Your Income Tax Return 
to Uncle Sam”
An address on the subject, “ Your 
income tax return to Uncle Sam,” was 
broadcast by Victor H. Stempf, of 
New York, chairman of the committee 
on federal taxation of the American 
Institute of Accountants, from radio 
station WJZ at 7:45 p .m . on March 
10th. The address was given under the 
auspices of the National Association of 
Cost Accountants.
Mr. Stempf’s talk dealt with tax re­
turns of individuals and explained in 
easily understood terms how to deter­
mine whether an individual is subject 
to tax and how to file a proper return. 
He explained that in recent years the 
government has required more and 
more detailed information in the re­
turns, making it easier for the bureau 
of internal revenue to examine returns, 
but making it more difficult for tax­
payers to prepare them. Returns for 
1936, he said, must be accompanied 
by schedules supporting every item of 
income and deduction on the return. 
Even detailed statements of interest 
and dividend income and interest paid 
are required this year.
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Contributions to Benevolent 
Fund Deductible
The American Institute Benevolent 
Fund, Inc. has received a ruling from 
Charles T. Russell, acting commissioner 
of internal revenue, that contributions 
to the fund are deductible by individual 
donors in arriving at their taxable net 
income in the manner and extent pro­
vided by section 23 (o) of the revenue 
act of 1936 and the corresponding pro­
visions of prior revenue acts.
New York Management Council
“ The human side of business” was 
the subject of an address made by Saun­
ders Norvell, president of the National 
Federation of Sales Executives, at a 
meeting held under the sponsorship 
of the New York Management Council 
on March 9th at Rockefeller Center, 
New York.
There was discussion of Mr. Nor­
vell’s paper by Paul B. West, president 
of the Association of National Adver­
tisers, and Frank Surface, former 
president of the American Marketing 
Society.
The Institute participates in the 
activities of the New York Manage­
ment Council, which was organized to 
facilitate the holding of large meetings 
for discussion of topics of current inter­
est. New York members of the Institute 
are at liberty to attend these meetings.
Appointments to State Boards
C a l if o r n ia
Governor Frank F. Merriam has re­
appointed John F. Forbes and B. W. 
Bours members of the California State 
Board of Accountancy for the term 
ending January 15, 1941.
Mr. Forbes has the distinction of 
having served a longer period than any 
other state board member in the United
States. He received his first appoint­
ment on May 13, 1909, and has served 
as president of the board since Decem­
ber 31, 1914. At the expiration of the 
present term he will have served con­
tinuously for a period of 32 years.
Mr. Bours was first appointed a 
member of the board on August 22, 
1919, and has served as secretary- 
treasurer since August 20, 1925.
C o n n e c t ic u t
Governor Wilbur L. Cross has re­
appointed Charles F. Coates a member 
of the Connecticut State Board of 
Accountancy for a period of three 
years, beginning January 1, 1937.
Survey of Income
Estimates of the national income for 
the year 1936 are now being prepared 
by the division of economic research in 
the bureau of foreign and domestic 
commerce, U. S. Department of 
Commerce. It is planned that the 
important professional fields, including 
accountancy, law and medicine, will 
be included and accountancy practi­
tioners are to be asked for confidential 
information concerning income, em­
ployment and salaries.
The Department of Commerce is 
preparing to send a questionnaire to 
accountants soon after March 15th, 
and in order that an estimate of income 
in each state from 1929 to 1936 may 
be made, comparable information will 
be asked for several years. The Institute 
has received assurance from the divi­
sion of economic research that the 
information given by each practitioner 
will be used for statistical purposes 
only, and the cooperation of the profes­
sion is sought.
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Definition of “Expenditure”
The following discussion of the use of 
the term “ expenditure” in municipal 
accounts is taken from a letter ad­
dressed by T. Coleman Andrews, mem­
ber of the Institute’s special committee 
on governmental accounting, to the 
town manager of a small town. It is 
presented here as an illustration of the 
manner in which one accountant is 
endeavoring to promote understanding 
and use of basic principles of account­
ing among municipal finance officers. 
Mr. Andrews explains that such points 
are preferably treated in correspond­
ence rather than in the formal audit 
report.
“ The difference between us is that 
we have different conceptions of what 
is meant by the term ‘ expenditure.’ 
You regard expenditure as the paying 
out of money. Therefore, you expect a 
statement of expenditures to be a state­
ment of money disbursed. We regard 
an expenditure as being the making of a 
commitment to purchase something. 
Therefore, our statement of expendi­
tures is a statement of the commit­
ments made for the purchase of goods 
and services. (There is an important 
exception to our application of the 
term in the recording of the cost of 
goods and services that are inventoried, 
but a discussion of this exception is not 
necessary to this explanation of the 
term in question; nor will the omission 
of a discussion of it weaken the ex­
planation. As a matter of fact, to omit 
such discussion is to save the explana­
tion from becoming complicated.)
“ In other words, the difference be­
tween your conception of the term 
‘ expenditure’ and our conception of it 
is principally a question of time of ap­
plication, that is to say, the time when 
expenditure occurs. You make an ex­
penditure when you agree to purchase 
something, not when you pay the bill 
for the thing purchased.
“ To illustrate, let us take the particu­
lar items which you questioned. You 
said that the expenditures for the 
salaries of the mayor, the treasurer, the 
chief of police, the night police officer, 
and the superintendent of the water de­
partment for the three months ended 
August 3 1 , 1935, were $200, $400, $500, 
$550, and $500, respectively. We re­
ported these salaries for this period as 
$150, $300, $375, $450, and $375, re­
spectively. In each case, the amount 
expended, according to your statement, 
represented the salary for four months. 
In other words, you paid four months’ 
salaries during the three months from 
June 1 to August 31, 1935. The ex­
penditures for these salaries were not 
incurred when the salaries were paid. 
They were incurred when the services 
for which the salaries were paid were 
rendered. Obviously, the officers in 
question did not render four months’ 
services in three. Therefore, any state­
ment of expenditures for the three 
months ended August 31, 1935, should 
show the salaries of these officers only 
for those three months. It should not 
include salaries earned during any 
month not included in this period. If it 
did, the salaries for this period would 
be overstated.
“ I am sure that, as a town manager, 
you would not want a statement of ex­
penditures for any period to show that 
you had spent more for that period 
than you actually did spend. Yet, this 
is exactly what your statement showed. 
Thus, your statement of expenditures 
was inconsistent with your budget, be­
cause your budget was made, as all 
budgets should be made, to show the 
expenditures you expected to incur for 
the administration of the town’s affairs 
rather than the bills you expected to 
pay. In making a budget, provision 
sometimes has to be made for the pay­
ment of bills for expenditures made 
prior to the period covered by the 
budget, but this is a provision for past 
expenditures rather than a provision 
for expenditures which are expected to 
be incurred during the period covered 
by the budget.”
Bulletin Supplement
March 15, 1937
To Members and Associates of the 
American Institute of Accountants:
The board of examiners has given consideration to applicants for admission 
to the American Institute of Accountants and recommends the election of 
16 members and 10 associates who have passed the Institute’s examinations 
for C. P. A. certificates in cooperating states. Credit for having passed exam­
inations acceptable to the Institute has been accorded 15 for admission as 
members and 8 for admission as associates.
For Admission as Members
Laurence W . Aldrich, W hite Plains, N . Y .  
James Bell Andrews, San Antonio, Texas  
John B. Bachofer, Kansas C ity, M o. 
Albert E . Baylis, Oklahoma C ity, Okla. 
Benjamin Brown, N ew  York, N . Y .
L . Joseph Case, Cleveland, Ohio 
Claude A . Clark, Los Angeles, Calif. 
Eugene D . Cronk, St. Louis, M o.
Julian Duffee, M obile, Ala.
James W . Edenburn, Des Moines, Iowa 
Paul H eym ann, Ventura, Calif.
H arold N . House, Baltimore, M d.
Frank A . Johnson, Helena, M ont.
R alph C . Jones, N ew  H aven, Conn. 
Francis O . Kanehl, Chicago, I ll.
Eugene F . Kenna, Rahway, N . J. 
W illiam  M . Laym an, Chicago, Ill. 
M urdock N . M acR ae, N ew  York, N . Y .  
Anthony B. M anning, N ew  York, N . Y .  
Arthur D . M axwell, Philadelphia, Pa.
R . I. M ehan, Galveston, Texas  
Herman A . M iller, Rochester, N . Y .  
Sigmund Pines, N ew  York, N . Y .  
Samuel Pop, Los Angeles, Calif.
H arold S. R ock, Minneapolis, Minn. 
Francis M . Slayton, Los Angeles, Calif. 
Charles T . Sweeney, Springfield, Ohio 
James A . Trainor, N ew  York, N . Y .  
H arry H . W ade, N ew  York, N . Y .
R o y  Wiedemer, Cincinnati, Ohio
For Admission as Associates
Edw in E . Balling, Jr., Los Angeles, Calif.
Robert B . Brown, N ew  York, N . Y .
Frederick M . Bruell, N ew  York, N . Y .
Richard R . Cole, Los Angeles, Calif.
Thom as S. Durham, Washington, D . C .
George N . Farrand, N ew  York, N . Y .
Andrew Figel, Indianapolis, Ind.
D avid  Goldm an, N ew  York, N . Y .
Edm und J. H augh, Chicago, Ill.
Raymond A . Weber,
Lawrence D . Hinman, Enid, Okla.
W illiam H . Hird, N ew  York, N . Y .
R . Alfred Lile, Little R ock, Ark.
Frederick E . Lundberg, Oakland, Calif. 
George D . E . M cAninch, Chicago, Ill. 
Curtis F . Scott, N ew  Orleans, La.
A llyn  K . Suttell, Providence, R . I.
Albert M . Van Deusen, Chico, Calif. 
Rom elyn Warburton, Salt Lake C ity , U tah  
M ilwaukee, W isc.
These applicants do not become members (or associates) until they have 
been approved by Council and declared elected by the president. If protest 
is to be made against the election of any applicant on the list it must reach 
the office of the Institute before March 31, 1937.
JOHN L. CAREY, Secretary
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Analysis of State Society 
Publications
The Institute has recently received 
several inquiries regarding the form 
and content of publications of state 
societies of certified public account­
ants. In the belief that an analysis of 
the various bulletins published would 
be of general interest, the Institute’s 
office has made such a study and 
presents the following facts:
Only 16 of the state societies now 
publish bulletins; the remaining 33 rely 
almost entirely upon their meetings for 
the interchange of ideas and the devel­
opment of professional thought. It is 
significant that, with few exceptions, 
the more active and progressive socie­
ties are all among those which publish 
bulletins.
Following are some of the purposes 
which a well edited bulletin serves:
Promotion of thorough understand­
ing of the program of the society.
Reporting proceedings of meetings 
for the benefit of those unable to 
attend.
Providing information regarding the 
relation of the program and activi­
ties of the national organization 
to the state society.
Reporting events arising outside the 
profession which affect the prac­
tice of members.
Informing the public regarding the 
standards of the profession and the 
services which it renders.
Informing accountants in other states 
of the activities of the society, so 
that there may be free interchange 
of ideas.
Of the 17 publications reviewed, 11 
are printed and six mimeographed. 
With two exceptions, the printed 
bulletins consist of one sheet folded to 
make four 8-by-11-inch pages.
The Report, issued by the Colorado 
Society of Certified Public Account­
ants, is in the form of a 7-by-10-inch 
pamphlet. A heavier grade of paper is 
used for the cover, which is of a differ­
ent color each issue. The pamphlet 
may have as many as eight pages. The
C.P.A., published by the Spokane 
chapter of the Washington Society of 
Certified Public Accountants, is a 
booklet only 3½ by 6 inches in size, 
having a stiff-paper cover and as many 
as 12 pages.
In seven publications the editor is 
not named, while in three cases the 
publication is edited by the secretary 
of the society, and in one case by the 
chairman of an editorial staff.
Each publication tries to balance 
local news with articles of general 
interest. Several use articles on ac­
counting methods for industries impor­
tant in the locality. Practically all print 
personal items, though there are two 
outstanding exceptions— The C.P.A., 
of the Spokane chapter, and the 
Monthly Bulletin, of the Oklahoma so­
ciety. Nearly all carry reports on the 
activities of the Institute— occasion­
ally reprinting material which has 
appeared in the Institute’s bulletin, as 
well as extracts from communications 
received from the office of the Institute. 
Most of them have on occasion used 
articles supplied by the Institute. A few 
carry special articles on ethics and 
emphasize the importance of ethics in 
the practice of accountancy. Only 
one publication carries book reviews. 
Four carry signed articles.
The New York State Society of Cer­
tified Public Accountants, in addition 
to its Monthly Bulletin, issues quarterly 
The New York Certified Public Account­
ant, in which papers presented at 
meetings of the society are published.
The following were reviewed:
The California Certified Public Ac­
countant. Printed, 4 pages; California
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State Society of Certified Public 
Accountants.
The Report. Printed, 8 pages; The Col­
orado Society of Certified Public 
Accountants.
Bulletin. Mimeographed, 4 to 14 pages; 
District of Columbia Institute of 
Certified Public Accountants. 
Bulletin. Mimeographed, 3 to 6 pages;
Florida Institute of Accountants. 
Bulletin. Mimeographed, 3 to 5 pages; 
Georgia Society of Certified Public 
Accountants.
The Indiana C .P.A . Printed, 4 pages; 
Indiana Association of Certified Pub­
lic Accountants.
News Bulletin. Printed, 4 pages; Massa­
chusetts Society of Certified Public 
Accountants.
The Worksheet. Printed, 6 pages (one 
large sheet folded to make 6 narrow 
pages); Michigan Association of 
Certified Public Accountants.
The Minnesota Certified Public Account­
ant. Mimeographed, 3 to 6 pages; 
Minnesota Society of Certified Pub­
lic Accountants.
The New York Certified Public Account­
ant (quarterly). Printed, 56 pages; 
New York State Society of Certified 
Public Accountants.
Monthly Bulletin. Printed, 4 pages; 
New York State Society of Certified 
Public Accountants.
Bulletin. Mimeographed, 2 to 3 pages; 
Ohio Society of Certified Public 
Accountants.
Monthly Bulletin. Printed, 4 pages; 
Oklahoma Society of Certified Pub­
lic Accountants.
The Spokesman. Printed, 4 to 6 pages; 
Pennsylvania Institute of Certified 
Public Accountants.
The Texas Accountant. Printed, 4 pages; 
Texas Society of Certified Public 
Accountants.
The Utah C .P.A . Mimeographed, 4 
pages; Utah Association of Certified 
Public Accountants. 
The C.P.A. Printed, 6 to 12 pages; 
Spokane chapter, Washington Soci­
ety of Certified Public Accountants.
Membership Cards
In response to the notice regarding 
membership cards which was pub­
lished in T h e  C e r t if ie d  P u b l ic  
A c c o u n t a n t  for February requests 
have been received in sufficient number 
to warrant the printing of the cards. 
This has been done, and some 25 cards 
have been sent to members in response 
to requests. Others who desire such 
cards are requested to notify the 
secretary.
Suggested Changes in Federal 
Revenue Act
Twenty-three changes in the Federal 
revenue act of 1936 have been recom­
mended by various state societies of 
certified public accountants in com­
munications forwarded by their officers 
to the committee on federal taxation 
of the American Institute of Account­
ants and analyzed in a report made 
public February 24th by Victor H. 
Stempf, New York, chairman of the 
committee.
The communications represent the 
result of a survey conducted by the 
committee for the purpose of assem­
bling data which may be placed before 
Congress as representing the recom­
mendations of the accounting profes­
sion. In order to get the benefit of the 
judgment of the state society leaders 
without asking any leading or sugges­
tive questions, the committee simply 
asked them to report any changes in the 
act which they believe to be necessary. 
Seventeen state societies responded to 
the request.
As analyzed by Mr. Stempf, the 
communications from the state societies 
show that the greatest demand for 
changes has to do with the first and 
second paragraphs of section 14a of the 
1936 act, and with section 27a. The
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Connecticut State Society of Certified 
Public Accountants, and the societies 
of New York, Indiana, Ohio, Michigan, 
Montana, Oklahoma and West Virginia 
urge amendment of paragraph one in 
section 14a to allow a deficit existing at 
the beginning of a taxable year as a de­
duction in determining adjusted net 
income.
The California State Society of Certi­
fied Public Accountants, as well as the 
societies of Indiana, Louisiana, Michi­
gan, Montana, North Carolina, Ohio, 
Tennessee, Virginia, Washington and 
West Virginia, suggests amendment of 
paragraph two of section 14a to allow 
earnings used for expansion as credit in 
determining undistributed net income. 
The societies in Arkansas, Connecticut, 
New York, Oklahoma, Tennessee, West 
Virginia and Wyoming urge that the 
same paragraph be changed to allow 
credit of a portion of adjusted net in­
come in determining undistributed net 
income.
It was recommended that section 27a 
of the 1936 act be amended to restore 
the dividend-year basis or, at least, to 
permit distribution of a portion of ad­
justed net income within sixty days 
after the close of the taxable year. 
State societies which urge this change 
are those of California, Montana, New 
York, Oklahoma, Washington and 
Wyoming.
Changes in section 23 which would 
restore the carry-forward of net losses 
for two years were recommended by the 
New York State Society of Certified 
Public Accountants and the societies of 
California, Illinois, Oklahoma and West 
Virginia. Amendment of section 141 to 
permit consolidated returns is urged in 
letters received by the committee on 
federal taxation from the state societies 
in New York, California and Oklahoma.
O t h e r  C h a n g e s
In other communications received by 
the committee, state societies recom­
mend the following changes:
Allow capital net loss in excess of 
$2,000 as a deduction from net income 
in determining adjusted net income 
(section 14a, paragraph 1)— California, 
Illinois, New York and Oklahoma.
Allow credit for amounts paid or set 
aside to retire indebtedness existing at 
May 1, 1936, even though no contract 
exists (section 26c, paragraph 2)—  
California, Indiana, Louisiana, Mon­
tana, Ohio, Tennessee and West Vir­
ginia.
Eliminate $2,000 limitation on capi­
tal net loss (section 117d)— Connecti­
cut, Illinois, Michigan, New York and 
West Virginia.
The New York State Society of 
Certified Public Accountants submitted 
fifteen recommendations to the com­
mittee. The California state society 
submitted ten suggested changes, and 
Oklahoma urged nine changes in the 
1936 revenue act. The West Virginia 
Society of Certified Public Accountants 
asked for seven changes and the state 
societies in Illinois, Indiana and Mon­
tana suggested four each. Three changes 
each were suggested by the Michigan, 
Ohio, Tennessee and Washington groups, 
while the societies of certified public ac­
countants in Louisiana, Virginia and 
Wyoming each urged two changes in 
the act.
The analysis by the Institute’s com­
mittee of the various recommendations, 
which appears on pages 20 and 21, was 
widely quoted in the press throughout 
the nation.
On the basis of the communications 
received and its own studies, the com­
mittee is preparing a memorandum 
which it will submit to Congress when 
the occasion arises.
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C o n s e n s u s  o f  M a j o r  R e c o m m e n d a t i o n s  S u b m i t t e d  b y  S t a t e s  S o c i e t i e s
SURTAX ON UNDISTRIBUTED PROFITS
Section 14(a) (1):
Allow capital net loss in excess of $2,000.00 as a deduction from net income in determining adjusted
net incom e..................................................................... ........................ .................................. ....................
Allow deficit at beginning of taxable year as a deduction in determining adjusted net in com e.. . .  
If foregoing suggestion be not adopted, allow corporation having accumulated deficits, no current
earnings, but adjusted net income, to deduct unallowable deductions.............................................
Section 14(a) (2):
Allow credit of a portion of adjusted net income in determining undistributed net income............
Allow earnings used for expansion as credit in determining undistributed net incom e.....................
Section 14(d):
Provide exemption from surtax for corporations operating under creditors’ extension agreements. 
Section 26(c) (2):
Allow credit for amounts paid or set aside to retire indebtedness existing at M a y  1, 1936, even
though no contract exists...........................................................................................................................
Section 27(a):
Restore dividend year or, at least, permit distribution of a portion of adjusted net income within 60
days of close of taxable ye a r.............................................................. ...................................... ................
Consider additions to income made b y Treasury Departm ent as additions to adjusted net income of 
year in which finally determined or, alternatively, allow dividends paid credit thereagainst for
any distribution made within 60 days of final determination of such additional income...................
Section 27(f) and (h):
Eliminate apparently conflicting provisions as to allowability of distributions in liquidation as
dividends paid credits.................................................................................................................................
Section 14(a) (1):
If capital gains and losses are segregated and taxed separately, the net gain or loss and tax thereon 
(if any) should be taken into account in determining adjusted net incom e.....................................
OTHER INCOME TAX PROVISIONS
Section 1 1 1 :
Exem pt capital gains and losses from income t a x .....................................................................................
Section 117:
If not, segregate capital gains and losses, abolishing recognition percentages, and tax at a flat r a t e .. 
Section 117(d):
Eliminate $2,000.00 limitation on capital net lo ss.....................................................................................
Section 117:
If limitation retained, partnerships should not be subject thereto........................................................
Section 1 1 1 :
Allow carry-forward of net losses for 5 years.............................................................................................
Section 141:
Restore permission to file consolidated returns..........................................................................................
Section 23(a):
Permit deduction of expenses incurred in production of taxable income or in transactions entered
into for profit................................................................................................................................................
Section 23:
Restore carry-forward of net losses for two years.....................................................................................
Section 117(b):
Re-define capital assets to exclude property used in business.................................................................
Section 22(c):
Permit “ last-in, first-out”  method of determining cost of sales and “ normal stock”  inventories. . . .  
Section 48(b):
Permit corporations keeping books on weekly basis to prepare returns for 52-week periods.................
Section 53(a) (2):
Allow automatic extension of 60 days when taxpayer files tentative return and pays ¼ estimated tax  
voluntarily. Further extension should require Collector’s permission...............................................
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a n d  O t h e r s  R e l a t i v e  t o  A m e n d m e n t s  t o  t h e  R e v e n u e  A c t  o f  1936
State Accountancy Legislation
Alabama
H. B. 248-XX, introduced in the 
Alabama legislature on January 7th, as 
reported in The Certified Public Ac­
countant for February, has now passed 
both houses of the legislature and has 
been approved by the governor. The 
new act amends the state accountancy 
law, giving the state board of public 
accountancy authority to cancel the 
revocation of a certificate. The full text 
of the amendment is as follows:
Governor’s No. 148, Laws 1936 
(House Bill No. 248-XX)
A n A c t  to amend section 21 o f the code 
of Alabam a o f 1923.
Be it enacted by the Legislature of 
Alabama:
Section 1. That section 21 of the code 
of Alabama of 1923 be amended so as 
to read as follows: “ 21. Revocation 
of Certificate —  The Alabama State 
Board of Public Accountancy may 
revoke any certificate issued under this 
chapter, or may cancel the registration 
of any certificate registered under this 
chapter, for any unprofessional conduct 
of the holder of such certificate, or for 
other sufficient cause, provided written 
notice shall have been mailed to the 
holder of such certificate twenty days 
before any hearing thereon, stating the 
cause for such contemplated action and 
appointing a day for a full hearing there­
on by said board. The board shall not 
revoke any certificate issued under this 
chapter, nor cancel the registration of 
any certificate registered under this 
chapter until the hearing above provided 
for shall have been had. The Alabama
State Board of Public Accountancy 
may cancel the revocation of any cer­
tificate revoked as above provided, or 
may re-register any certificate whose 
registration has been canceled as above 
provided, and may issue an order rein­
stating or re-registering said certificate, 
and reinstating the holder thereof, pro­
vided written application, under oath, 
requesting such reinstatement or re­
registration, shall have been filed with 
the board by the holder of the certifi­
cate revoked or canceled. Upon the filing 
of a petition for reinstatement as above 
provided, the board shall make investi­
gation of the merits of said petition and 
may set the same down for hearing not 
later than sixty days from the date of 
its filing, or upon demand by the appli­
cant for a hearing such hearing shall be 
set not later than sixty days from the 
date of its filing. Such hearing for good 
cause shown by the board or by the 
applicant, may be continued to a date 
not later than sixty days further. At 
such hearing the board shall render its 
decision upon the application. Should 
the decision of the board be adverse the 
applicant may not again apply for 
reinstatement until the expiration of 
one year from the date of said hearing.
Approved., February 27, 1937.
Colorado
No further information has been re­
ceived regarding H. B. 575, introduced 
in the Colorado legislature on January 
19th. This bill was introduced by title 
only and copies will not be available 
until it is reported out of committee. 
It is understood that the bill “ regu­
lates certified public accountants.”
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Connecticut
A bill known as S. 525, introduced in 
the Connecticut legislature on Febru­
ary 3rd, would require that written 
examinations for the certified public 
accountant certificate be held at least 
twice a year and would require training 
and experience on a full-time basis for 
a period of not less than three years as 
a qualification to take the examination. 
The bill was referred to the judiciary 
committee of the senate and hearings 
were scheduled for March 16th.
A bill “ concerning public account­
ing,”  known as H. 1331, was introduced 
by title only on February 5th, and 
referred to the judiciary committee of 
the house.
Delaware
A bill to protect confidential rela­
tions between certified public account­
ants or public accountants and their 
clients was introduced in the Delaware 
legislature on February 19th. The bill is 
known as H. 167. It provides as follows:
“ Except by written permission of the 
client, or person, or firm or corporation 
employing him, or his heirs, successors 
or personal representatives of such em­
ployer, a certified public accountant, or 
a public accountant or a person em­
ployed by a certified public accountant 
or by a public accountant shall not be 
required to, and shall not voluntarily 
disclose or divulge information or evi­
dence of which he or she may have be­
come possessed relative to and in 
connection with any examination of, 
audit of, or report on, any books, 
records, or accounts which he or she 
may be employed to make. Such in­
formation or evidence derived from or 
as a result of such professional services 
shall be deemed confidential and 
privileged.”
The Institute’s committee on state 
legislation has written the Delaware 
Society of Certified Public Account­
ants questioning the desirability of this 
provision, as it is phrased.
Georgia
Two bills affecting the practice of 
public accounting in Georgia have been 
introduced in the legislature of that state.
H. 344 would amend the existing law 
by providing that “ the findings of the 
board of examiners shall be open to the 
parties standing the examination.” 
This bill was introduced on February 
5th and referred to the committee on 
state of republic.
H. 519, introduced during February 
and referred to the committee on state 
of republic, also would amend the ac­
countancy law. Information as to its 
provisions has not yet been received by 
the Institute.
Kansas
A bill known as S. 411, which is of 
the two-class restrictive type, with a 
waiver provision, was introduced in 
the Kansas legislature on February 
23rd. It would repeal the existing 
accountancy law of the state.
The bill provides for appointment of 
a state board of accountancy consisting 
of three certified public accountants 
who have had five years of experience, 
but fails to state that they must be in 
practice at the time of their appointment.
It provides for examination for the 
certified public accountant certificate 
in the ordinary way, and for registra­
tion as public accountants of persons 
applying before January 1, 1938 who 
were in practice on the effective date 
of the act and shall have practised con­
tinuously since that date, or who were 
in responsible charge of accountant 
engagements as employees of certified 
public accountants or public account­
ants immediately preceding the effec­
tive date of the act.
It further provides that any person
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who has been continuously engaged in 
public accounting for ten years or more 
prior to the effective date of the act, 
and during seven of those years has 
maintained an office of his own, may, 
at the discretion of the board, be 
styled a certified public accountant 
provided he makes application to the 
board prior to January 1, 1938.
A section of the bill would expose to 
penalty any one who shall allow to be 
announced in any manner that a certi­
fied report or statement has been pre­
pared by a certified public accountant 
or a public accountant when the person 
who prepares the report or statement 
is not certified or registered under the 
laws of Kansas. There are provisions 
for accountants’ ownership of working 
papers, confidential relations between 
accountant and client, and recognition 
of certificates issued by other states.
It is stated that no provision of the 
bill shall be construed to invalidate any 
certificates issued under authority of 
the accountancy law now in existence.
Minnesota
A bill known as H. B. 675, introduced 
in the legislature of Minnesota on 
February 8th and referred to the gen­
eral legislation committee, would a­
mend the existing law to provide that 
persons who have been employed for 
at least three years in the office of the 
state income-tax department may be 
permitted to sit for the certified public 
accountant examinations, provided 
they satisfy other requirements of the 
law. An identical bill, known as S. 587, 
was introduced in the senate on Feb­
ruary 10th and referred to the public 
welfare committee.
H. 893, introduced in the Minnesota 
legislature on February 18th and re­
ferred to the general legislation com­
mittee, would require that after Janu­
ary 1, 1942, candidates for the certified
public accountant examination shall be 
required to be possessed of a college 
degree. A corresponding bill, known as 
S. 784, was introduced in the senate on 
February 23rd and was referred to the 
general legislation committee.
Montana
A bill known as S. 130, introduced in 
the Montana legislature on February 
11th, would amend the existing ac­
countancy law of the state by the 
elimination of the provision that certifi­
cates as certified public accountants 
shall be issued without examination to 
persons who have been continuously 
engaged in public accounting practice 
for a period of five years before making 
application. The amended bill provides 
that persons satisfying the require­
ments of residence, age and education 
must satisfy the further requirement 
that they shall have successfully passed 
examinations in the theory and prac­
tice of general accounting and other 
related subjects.
Oklahoma
H. B. 387 “ regulating the practice of 
auditing and accounting and creating 
a state board” was introduced in the 
Oklahoma legislature on March 2nd. 
No further information regarding this 
bill is available at present.
New Hampshire
H. B. 281, introduced in the New 
Hampshire legislature on February 2nd 
and referred to the committee on revi­
sion of statutes, would replace the ac­
countancy law of 1904. It provides for 
the creation of a state board of ac­
countancy. The existing accountancy 
law of the state is administered by the 
state bank commissioner. The bill also 
sets education and experience require­
ments for examination for the certified 
public accountant certificate, estab­
The Certified Public Accountant 25
lishes a procedure for the administra­
tion of the law and provides for ac­
countants’ ownership of working papers 
and reciprocity with accounting au­
thorities of other states.
New Mexico
S. bill 202, introduced in the legis­
lature of New Mexico on February 
25th, would require a $5 fee for annual 
renewal of certificates issued by the 
state board of accountancy.
Ohio
Comment on H. B. 225 and Senate 
bill 84, which were introduced in the 
Ohio legislature on February 3rd, will 
be found on page 7 of this issue.
Vermont
H. B. 211, which would make certain 
administrative improvements in the 
public accounting law of Vermont, was 
introduced in the legislature of that 
state on February 15th and referred to 
the general committee of the house of 
representatives. The bill, among other 
things, would require that the state 
board of accountancy shall consist of 
practising certified public accountants 
holding certificates under the law of the 
state. It would also require that candi­
dates for the certified public account­
ant certificate must be graduates of a 
high school “ with a four-year course” 
and shall have had two years experi­
ence in “ public” accounting.
Washington
A bill known as H. 114 “ relating to 
certified public accountants” was in­
troduced in the legislature of the state 
of Washington on January 20th and 
was referred to the judiciary commit­
tee of the House of Representatives. 
Further information regarding this bill 
will be published in a subsequent issue.
Cooperation with State 
Boards of Accountancy
State boards of accountancy not now 
cooperating with the Institute’s board 
of examiners in holding examinations 
for the certified public accountant 
certificate have been invited to partici­
pate at the next sessions, which will be 
held May 13 and 14, 1937.
In a letter dated March 1st, the secre­
tary of the Institute extended this in­
vitation and briefly outlined the ad­
vantages of the plan of cooperation.
The standard examinations in audit­
ing, commercial law and accounting 
theory and practice (both parts) will be 
furnished each cooperating state board, 
together with sufficient stationery for 
use by candidates and printed forms 
containing instructions to candidates 
and suggestions to examiners. Follow­
ing the examinations suggested solu­
tions to the problems will be fur­
nished in confidence as a guide to 
examiners.
If  cooperating state boards so desire, 
the papers of candidates will be graded 
by the Institute’s examiners and the 
grades will be transmitted to local 
boards within 30 days after the con­
clusion of the examination.
The Institute’s board will do its ut­
most to meet any special problem re­
lated to the examinations with which a 
state board may be faced. It was re­
quested that, should a state board 
decide to participate in the plan, the 
Institute be informed as soon as pos­
sible of the probable number of candi­
dates at the May examinations.
The fact that there is now one na­
tional accountancy organization en­
courages the board of examiners of the 
Institute to hope that in the near future 
practically all states will adopt the 
standard examination for the C.P.A. 
certificate.
What They Are Saying
The Growing Interdependence of 
the New York Stock Exchange 
and Listed Corporations
By J oh n  H a s k e l l , S e c r e t a r y  o f  t h e  
S t o c k  L i s t  C o m m it t e e  o f  t h e  
N e w  Y o r k  S t o c k  E x c h a n g e . 
From an address before the Con­
trollers' Institute of America 
Out of the crowded experiences and 
rapidly moving events of the last dec­
ade grew new and broadening listing 
requirements. First came the state­
ment issued by the exchange in 1926, 
spotlighting the abuses inherent in the 
then growing practice of issuing non­
voting common stocks. Since that year, 
the exchange has not listed any com­
mon stock without voting rights, and 
the practice of issuing this form of se­
curity to the public appears to have 
died a natural death. Again, in 1926, 
and at repeated intervals thereafter, 
the exchange has urged its listed com­
panies to make quarterly reports of 
earnings available to their stock hold­
ers. Since that time it has been the 
policy of the committee to require com­
panies applying for listing to agree to 
publish quarterly earnings statements, 
except in those instances where the 
committee was convinced that the 
publication of such reports would be 
either entirely impracticable, as, for 
example, in the case of the sugar-pro­
ducing companies, or seriously mislead­
ing, as, in the case of certain shipbuild­
ing and special construction compa­
nies, where unusual, non-recurrent 
profits from special large contracts 
might be taken up in a particular 
quarter’s earnings with resulting un­
avoidable distortion. All through these 
last few years the committee, while
urging the publication of frequent 
interim earnings statements, has been 
highly conscious of their limitations, 
and the dangers of giving too much 
weight to any financial data based on 
short accounting periods.
In 1929, the exchange published a 
special report of requirements and 
recommendations with respect to the 
accounting for stock dividends. The 
stand taken by the exchange on this 
controversial topic cleared up a good 
deal of the foggy economics and mis­
leading accounting which then confused 
the stock dividend issue. In the same 
year, the committee adopted its special 
requirements for listing investment 
trust securities. These called for a high 
degree of disclosure of pertinent data, 
including the portfolios of the trusts, 
both in their listing applications and in 
their subsequent reports to stock­
holders.
In 1930, the American Institute of 
Accountants appointed a committee on 
cooperation with stock exchanges. In 
1931, as you know, the Controllers’ 
Institute of America was organized, and 
later appointed its special committee 
on stock exchange relations. So much 
steady and quiet progress has since 
been made through the cooperation of 
the stock list committee and corporate 
accounting officials and professional 
independent accountants that only by 
thumbing through a few financial 
statements published six or seven years 
ago and comparing them with recent 
reports of the same companies can 
one appreciate how much more inform­
ative they have become, and to what 
extent numerous divergences of ac­
counting theory have been narrowed or 
eliminated.
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Early in 1932, the exchange took 
another significant step in requiring 
companies seeking listing to agree to 
have the financial statements contained 
in future annual reports to their stock­
holders audited by qualified inde­
pendent accountants. In 1933, the 
committee on stock list tackled the 
subject of the writing down of assets 
and the writing off of losses, as it was 
called upon to list many new securities 
resulting from reorganizations and 
capital readjustments. A difficulty that 
frequently arose in the numerous 
write-downs which characterized the 
depths of the depression was the tend­
ency to use capital surplus as a rat hole 
to swallow up many kinds of operating 
losses and shrinkages in value of fixed 
property which were properly charge­
able to earnings or earned surplus. 
Here again the committee served as a 
sounding board and clearing house for 
corporate officials and the accounting 
profession, until now most of the 
accounting problems related to this 
subject, which then seemed so difficult 
of sound and reasonably uniform solu­
tion, have ironed themselves out. The 
vast majority of controllers and pro­
fessional accountants agree with the 
exchange’s view that economically, if 
not legally, capital surplus is capital, 
and as such should be kept equally in­
violate of all but the most unusual 
charges.
The listing requirements just re­
ferred to represent only samples of the 
outstanding ones adopted prior to 1934 
and the enactment of the securities 
exchange act. Most of them are now so 
generally accepted and followed as a 
matter of course that they are chiefly 
of only historical interest. But the 
principle that underlies them is the 
same as will guide all of us, corporation 
controllers and your counselors, the 
independent professional accountants, 
in meeting the new problems of today. 
That principle is a clear-cut and defi­
nite one: A company which has adver­
tised its securities for national public
ownership by listing on the New York 
Stock Exchange acquires a new status 
and incurs the obligation, not only to 
its present stockholders but also to its 
future ones, to render frequent and in­
formative reports so that all may reach 
an enlightened opinion on the value of 
its securities.
Social Security Payroll Systems 
and Procedure
By W i l l i a m  M. L a y m a n , o f  C h i c a g o .
From an article in The Tax Magazine
The nature of the demands to be 
made upon an accounting system de­
termines the form that system must 
take, and the scope of it. Perhaps it is 
impossible to anticipate all the de­
mands that will be made upon the 
payroll accounting records under the 
Federal and the various state social- 
security acts, but these requirements 
are sufficiently well known that de­
pendable conclusions may now be 
reached. It is quite clear, for example, 
that much criticism should be made of 
the suitability in particular cases of 
many of the payroll systems which were 
devised prior to the enactment of the 
state laws in the states where the 
systems in question were to be used. 
Practically all of these systems made 
provisions for the deduction of em­
ployee contributions for the state un­
employment fund, and many of the 
states have subsequently enacted laws 
which make no state assessments on 
employees. Furthermore, little con­
sideration was given to the individual 
problems of particular businesses, for 
the main idea then was to devise some­
thing marketable and to get an early 
start in the business of selling forms. 
The result in many individual cases 
would remind one of the gentleman 
who went to the Embassy ball in a high 
silk hat and carpet slippers— it simply 
is not right, and may even be cumber­
some and wasteful of time and clerical 
energy.
The following factors are the princi­
pal ones, in most cases, which influence
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the form and nature that payroll sys­
tems must take:
1. State Laws— The Federal law is 
the same in all states, but the state 
laws vary from each other and from the 
Federal law in many ways. These 
differences must be taken into con­
sideration in the light of the demands 
made thereby upon each individual 
employer.
2. Total Number of Employees—  
Where there are large numbers of em­
ployees, the records must be indexed 
and arranged in such a way as to facili­
tate ready use and reference, and to 
minimize clerical errors in handling the 
mass of detail work necessary in the 
maintenance of the records.
3. Variety of Bases of Compensation 
— Many employers compensate their 
employees in several different ways. 
Usually there is the regular weekly, 
semi-monthly, or monthly payroll. 
Then there are other employees who 
are paid on an hourly basis, com­
mission or bonus basis, while still others 
are paid on a regular and overtime 
basis, or on some other basis which is 
contingent upon or relative to the time 
worked or the results accomplished. 
This factor may complicate the book­
keeping work and tax computations as 
much or more than any other single 
factor. The records adopted must, of 
course, have sufficient flexibility to 
accommodate all the different bases of 
compensation which each employer 
may use.
4. Facility of Use or Adaptability to a 
Particular Situation— Every employer 
will have his own particular payroll 
problems. Other employers, of course, 
will have similar problems, but not all 
employers will have the same problems. 
The particular situation confronting 
each employer should determine the 
type of records to be selected for his 
business. For instance, bookkeeping 
machines are desirable for some em­
ployers, loose-leaf records for others, 
while the so-called “ visible” records, or 
card records attached to trays or draw­
ers in special filing cabinets will be 
found most appropriate for still others.
5. Adaptability to Present General 
or Cost System— The payroll system 
adopted should, of course, be apposite 
to the general accounting system, in so 
far as is practicable. In planning the 
payroll system, consideration should 
be directed particularly to the proper 
coordination of work, to the avoidance 
of unnecessary detail work, and to the 
best utilization of time in the account­
ing department.
“Fund” and “Appropriation”
By L l o y d  M o r e y , o f  t h e  U n i v e r s i t y  
o f  I l l i n o i s . From the Illinois 
Municipal Review
Much confusion exists among public 
officials, attorneys and accountants in 
the use of the terms, “ fund” and 
“ appropriation.” This is due in part to 
faulty statutes in which these terms are 
incorrectly used and in part to a lack 
of agreement and understanding on the 
part of accountants and others as to the 
true meaning of the terms.
The National Committee on Munic­
ipal Accounting has striven to rectify 
this situation as much as possible by 
clearly defining the scope and meaning 
of these words. The definitions agreed 
upon by the committee and accepted 
by its advisory committees are as 
follows:
Fund: A sum of money or other re­
sources (gross or net) set aside for the 
purpose of carrying on specific activi­
ties or attaining certain objectives in 
accordance with special regulations, 
restrictions, or limitations. A fund is a 
distinct financial or fiscal entity.
Appropriation: An authorization by 
the legislative body to make expendi­
tures and incur liabilities for specific 
purposes.
These definitions have also been 
endorsed by other groups which have 
studied the subject, for example, the 
National Committee on Standard Re­
ports for Institutions of Higher Edu­
cation.
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In these definitions it is clear that a 
fund represents resources and is es­
tablished only when resources are 
provided. The resources of a fund may 
consist of a tax levy for a specific pur­
pose, the authorization of the collection 
of some other form of revenue to be 
used for a specific purpose, a bond issue, 
or any other resources in the form of 
cash or sources from which cash will 
be received. Each fund is a distinct 
financial or fiscal entity. Proper ac­
counting for it requires that all re­
sources belonging to it be separately 
recorded and accounted for from the 
time they are created until they are 
fully disposed of. Money belonging to 
each fund must be accounted for sepa­
rately and distinctly from money be­
longing to all other funds by all officers 
having to do with it.
The expending of a fund requires a 
separate authorization from the provi­
sion creating it. For this purpose an 
appropriation is required; before a 
fund can be expended it must be ap­
propriated and the appropriations made 
from it must correspond to its purpose. 
Any number of appropriations may be 
made from the same fund provided 
they are in accord with its purpose 
and not in excess of its resources.
Examples of the different kinds of 
funds in Illinois are: the general or 
corporate fund, the street and bridge 
fund, the garbage disposal fund, the
bond and interest fund, the library 
fund, the policemen’s pension fund, the 
firemen’s pension fund, and the public 
benefit fund.
In municipal procedure the term, 
“ fund,”  corresponds generally to the 
tax levy and funds from revenue 
sources are created through the tax 
levy ordinance. Each specific tax re­
sults in the creation of a separate fund. 
In some cases, as in the case of the 
general or corporate fund, other re­
ceipts are paid in to the fund. In other 
cases the only receipts of the fund are 
those from the specific tax levy.
Appropriations are made through the 
appropriation ordinance. Appropria­
tions should not be spoken of as 
“ funds.” For example, there is not a 
police department fund or a fire de­
partment fund (unless a specific tax 
levy is made) or a health department 
fund, but there are appropriations for 
each of these departments. There may 
be several appropriations for each de­
partment. Each appropriation must be 
accounted for distinctly, but an appro­
priation relates to expenditures only 
and not to revenues.
Appropriation ordinances relating 
to these matters, as well as accounts 
and financial reports of cities, can be 
improved if these terms are used in 
the manner recommended by the Na­
tional Committee on Municipal Ac­
counting.
Seen in State Society Publications
Ethics and Education
[From address of William Dolge, pre­
senting Forbes medal, for scholastic 
attainment in the California C.P.A. ex­
aminations, to Lewis W. Butterfield.]
Sometimes I marvel at the mental 
processes of the accounting tyro who 
has served his apprenticeship with one 
of my C.P.A. colleagues, and as a result 
passes the C.P.A. examination, but still 
retains the competitive idea, the im­
personal service idea, the “ charge all 
the traffic will bear” idea, the contin­
gent fee idea of our professional labors. 
In his youth and in his inexperience 
(even though he be forty years of age) 
he apparently does not realize that he 
was given his opportunity by the 
broadmindedness, the liberality of his 
employers and his colleagues. Strange 
is it not that such men forget that we 
are not dealing with our clients at 
arms-length, that the rule of caveat 
emptor does not apply and that the 
accountant must think for his client 
as well as for himself, but must think 
for himself last. I do not question the 
sincerity of those who differ. No doubt 
they are honest according to their own 
lights, but nonetheless they are under­
mining the very foundation upon 
which our profession stands. . . .
In the accounting profession we are 
rapidly approaching the point where 
the number of practitioners is adequate 
to serve the public. Differing from our 
friends in the legal profession we have 
been peculiarly fortunate in that the 
moral standard of our practitioners 
has been high and the educational 
standard, I believe, has been relatively 
higher than that required of our 
brethren of the profession of law.
I believe the time has come to raise the 
educational standard of the certified 
public accountant examination. Not 
with the idea of limiting the number of 
practitioners, not with the idea of 
creating a monopoly for those who are 
now in practice, but primarily with the 
idea that the service that the profes­
sion may render the public will be a 
greater service. No one who has had 
experience with the written C.P.A. 
examination but knows that this writ­
ten technical test is an imperfect one. 
Nevertheless a higher moral and ethical 
standard can best be procured and 
secured by requiring a higher educa­
tional standard. It will always remain 
true, what Dr. Benjamin Ide Wheeler 
said, that the only thing that a college 
does for a fool is to make him an edu­
cated fool. But a higher educational 
standard should induce a better pre­
liminary training, not only in account­
ing, but in those subjects which are 
covered under the broad designation of 
liberal arts. The successful accountant 
is not merely a good mathematician, 
but he is a man of broad education, of 
liberal outlook, of tolerance and im­
bued with a desire to serve his client 
and the community.
Such a man will obviously conduct 
himself in an ethical manner. Law- 
abiding people are not afraid of police­
men. Ethical accountants do not have 
to read the rules of ethics laid down by 
the state society and by the American 
Institute. They not only obey the letter 
of these rules, but they obey their 
spirit and indeed go far beyond the 
written word. I know of no way of en­
forcing ethical conduct, but I do know 
the force of good example. The high 
ideals of the professional ethics and
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etiquette of the founders of the profes­
sion in California have made the Cali­
fornia C.P.A. certificate valuable, have 
made it something more than a mere 
license to practice as a certified public 
accountant.
The California Certified
Public Accountant
Profession or Business?
Whenever the question as to whether 
accountancy is a profession or a busi­
ness is raised (and it has many times 
been the subject of editorial comment 
in accounting periodicals), somehow or 
other the matter of ethics is usually in­
jected into the discussion. Just why 
this is so, is not clear, as from any 
viewpoint the line of demarcation be­
tween a profession and a business is 
not a sharp one. Those who aver that 
accounting is a business seem to imply 
that a professional code of ethics is 
restrictive, and that it hampers them in 
their efforts “  to go out after business.” 
This is fallacious, for any rule of ethical 
conduct applicable to the professional 
man is equally applicable to the busi­
ness man.
Ethics, whether applied in a business 
transaction, or professionally, means 
nothing more than a system of prin­
ciples; it logically rests on a standard 
of behavior. It has been stated that 
professional ethics is a type of self- 
discipline, or that it is enlightened 
selfishness imposed for the good of a 
profession as a whole. It is, and should
be, based upon precept, and as indi­
vidual morality increases, the need for 
formal rules and codes of ethics will 
decrease.
With respect to business, it has often 
been said that confidence is the heart 
of trade; that a vitally important ele­
ment is the buyer’s faith in the in­
tegrity of the merchandise offered for 
sale. In fact, it has been termed the 
“ priceless ingredient.” Such confidence 
is no less important to the professional 
man, for his reputation is his greatest 
asset.
A man, be he in business or in a 
profession, does not become ethical 
merely because he professes that he is 
ethical. Those moral principles that 
embody the golden rule must become 
part of him, and he discloses them, not 
by word of mouth, but by his daily 
conduct in life. As one well-known 
accountant has put it: “ Ethics should 
be practised rather than preached.”
The elimination of the “ shyster” 
lawyer, the “ shrewd” business man, 
the “ malpractice” doctor, the “ so­
liciting” accountant, and others of the 
same ilk, is dependent upon the 
advancement of all of us to a higher 
plane of thinking and of living. In the 
meantime, those of us who are charged 
with the duty of seeing that ethical 
rules are observed, must, whenever 
required to do so, use such disciplinary 
methods as are necessary, unpleasant 
though the task may be.
By J. B. Baerncopf
The Indiana C.P.A.
Announcements
George M. Dallas and Wilbour D. 
Tripp, of New York, announce the dis­
solution of the partnership of George 
M. Dallas & Co., upon the retirement 
of Mr. Dallas from active practice.
Wilbour D. Tripp and Rudolph J. 
Englert announce the formation of a 
partnership under the firm name of 
Wilbour D. Tripp & Co., with offices 
at 271 Madison avenue, New York.
Horwath & Horwath announce the 
retirement from the firm of Edward 
Chapman Romine, and the admission 
to the firm of George O. Podd, of 
Chicago, and Arthur E. Fox, of New 
York, as general partners, and of F. M. 
Thudson, of New York, as a junior 
partner.
Pogson, Peloubet & Co. has an­
nounced the admission of Howard L. 
Guyett to membership in the firm.
Edward Gettier Shipley announces 
his withdrawal from the firm of Black 
& Co., and the opening of offices at 
1316 Mercantile Trust building, Balti­
more.
Oliver P. Cobb, of Memphis, has 
been appointed by the national park 
service of the United States Depart­
ment of the Interior to membership 
on the executive committee of the 
Memphis advisory committee on camp­
ing, to assist in planning for the pro­
vision of recreational facilities in the 
vicinity of Memphis.
Philip Saunders, of Boston, spoke on 
“ Accounting and management” at a 
recent meeting of the Association of 
New England Milk Dealers.
Victor H. Stempf, of New York, 
presented a paper entitled “ Significant 
changes in Federal income taxation”  
at the annual convention of the Na­
tional Retail Dry Goods Association, 
held January 20th at New York.
George A. Treadwell has been re­
appointed a member of the national 
defense committee of the New Orleans 
Association of Commerce. He will also 
serve on two subcommittees— the sub­
versive-activities committee and the 
street-paving committee.
E. J . de Verges, of New Orleans, re­
cently gave a lecture under the auspices 
of the college of commerce of Louisiana 
State University on “ The presenta­
tion and hearing of tax cases.”
D. McE. Watson has been appointed 
to a committee of the Denver Chamber 
of Commerce to prepare a report on 
prospective state tax legislation.
Harry J. Williams, of New Orleans, 
has been appointed a member of a com­
mittee of the Young Men’s Business 
Club, to obtain an expression of opinion 
by New Orleans business men directed 
to the joint Congressional committee 
on internal-revenue taxation as to the 
desirability of repealing the capital- 
gains-and-losses provisions in the Fed­
eral revenue act.
RU M FO R D  P R E S S  
C O N C O RD . N . H.
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Essay Contests
ON E  of the obligations of any professional group is to encourage its younger members to study the problems of the profession 
and to write their views for the information of others. One of the 
common methods of encouraging this sort of activity is the essay 
contest.
In accountancy there has not been much public encouragement of 
study and research on the part of the younger practitioners. Some 
firms, it is true, have offered cash prizes for papers written by mem­
bers of their staffs and some of the best of these papers have been 
published in The Journal of Accountancy. However, the executive 
committee of the Institute believes that it would be most fitting if 
the Institute itself should offer an inducement, both in the form of 
cash awards and public recognition, for papers of merit on questions 
of importance to the profession submitted by younger men.
W ith this in mind a notice was published in the C e r t i f i e d  P u b l i c  
A c c o u n t a n t  for February, 1937, inviting contributions from mem­
bers which might be offered as prizes. The suggestions of donors as 
to the nature of the contest, the name of the prize and other condi­
tions were also invited. Doubtless because this announcement ap­
peared in the midst o f the busiest season of the year, there has been 
no response. In the meantime counsel for the Institute have expressed 
the opinion that contributions for the purpose of prizes and awards 
might properly be received by the American Institute of Account­
ants Foundation, and, therefore, could be deducted from the taxable 
income of the donors for Federal income-tax purposes.
The executive committee of the Institute, o f course, has no ap­
propriation from which it can itself offer cash prizes and, therefore, 
the success of the proposal will depend upon the interest shown by 
the membership.
One suggestion has been made that the contest be limited to staff 
employees of members of the Institute, whether the contestants 
themselves are members or associates or not. The executive com­
mittee will be glad to arrange the contest, however, in accordance 
with the wishes of those who donate the prizes.
Communications on this subject should be addressed to the secre­
tary of the Institute and will receive the careful consideration of the 
executive committee.
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Professional Accounting Has “a Story to Tell”
BY FRANK A. GALE*
I N A New Jersey community, on the occasion of a recent campaign for 
election of a new board of town commissioners, there was much public 
discussion of local civic problems— these including taxation, the cost of 
operating the department of public safety, and the bill which the munic­
ipality pays for insurance protection. Local civic and business associations 
invited engineers, lawyers and business men to appear at special meetings 
and discuss the problems involved in the election. But, not one invitation 
was sent to a public accountant.
A citizen of the community, speaking with one of the newly-elected 
commissioners, who is the head of an important metropolitan mercantile 
establishment, asked why it was that public accountants living in the 
town were ignored in the discussion of campaign issues. Surely, said this 
citizen, no one you did invite was as well qualified to discuss the business 
of the town as is a professional accountant.
“ Public accountant?” exclaimed the official. “ Why, I never thought of 
it. I wouldn’t think of running my business without the professional 
services of a public accountant. Yet I forgot to hunt up someone like 
that and ask him to speak.”
This New Jersey community may be typical of most American towns 
and cities in that it does not identify or recognize the accounting group as 
a local force. The doctors, engineers and lawyers are easily found, for in 
any number of cases they are formed into professional groups which par­
ticipate actively in community affairs. But, this does not seem to be true 
of the public accountants.
One day not long ago a man who is very much interested in the history 
of American public accounting and who realizes the importance of the 
accountant in our present-day business, social and political structure, was 
discussing the subject with a member of the staff of an important daily 
newspaper. This newspaper man’s comments proved that he regarded the 
profession as “ glorified bookkeeping” and its activities “ dry as dust” 
when it comes to news interest. But, he changed his tune when he heard 
some of the romantic history and background of professional accounting 
in this country. The stories of the early beginnings, when Scottish and 
English accountants came over here on behalf of foreign clients who had 
invested in our railroads and pioneer industries after the Civil War, proved 
particularly interesting. And the newspaper man heard told for the first 
time many instances proving the human interest underlying the public 
accountant’s relationships today with business management, with gov­
ernment and with the welfare of the people generally.
* Public relations counsel, New York.
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“ I f all this be true,”  said the gentleman of the press, “ it is high time the 
accountants came from behind the curtain and told the public about 
themselves.”
This is the day of the professional man in public affairs and in business 
and industrial management. Recognizing this, other professional groups 
are doing something about that problem of telling the public about 
themselves— not for mere publicity, but for the purpose of building public 
understanding of and sympathy with their professional aims. Is the 
professional accountant stirring himself in this direction?
There was a time when the professional man lived in a world of his 
own. The public knew little about him, and he liked things that way. 
Doctors surrounded their professional work with secrecy and mystery; 
lawyers built a fence around the practice of the law. The engineers said the 
public couldn’t understand what they were doing anyway. So, the pro­
fessions, with the exception of the clergy, had in earlier days a certain 
grim pride in keeping themselves out of the “ limelight” .
How times have changed. Progress in the field of public health brought 
the doctor into public prominence. People wanted to know about the 
doctor’s work. The doctor, sensing a growing intelligent interest in his 
activities, wanted the public to know. Widespread public discussion of 
new kinds of legislation, representing new approaches to old problems in 
the social order, brought the professional work of the lawyer into promi­
nence. And great engineering undertakings, reaching a magnitude never 
dreamed of before, caused the public to take a new interest in the engineer 
and his work. What has come to pass ?
Today, the latest scientific developments in medicine and surgery are 
announced for the public information. The American Medical Association, 
recognizing increased interest in all activities involving the public health, 
informs the average citizen through the press of the things he should know 
and understand about medicine. I f  politics ever has any serious idea of 
laying its hands on medicine, it will find, through the intelligent public- 
relations program of the doctors, that it now has not only the medical men 
themselves but the people at large to oppose in any undertakings which 
are not strictly open and aboveboard. But, extending beyond this pos­
sibility is the fact that the public knows about the doctor’s importance in 
the social scheme of things. Public recognition has encouraged and pleased 
the general practitioner, the specialist and the scientist in medicine alike.
What of the lawyers? They are changing, too. A t this writing a sub­
committee of the board of governors of the American Bar Association is 
studying the whole public-relations problem. Insistence by the brilliant 
Judge William L. Ransom of New York, a retired president of the 
Association, and others of its leaders, that such a program is needed by the 
legal profession as an enlightened step to take has led to definite action. 
On good authority, it can be stated that initiation of a public-information
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program on behalf of the legal profession, as represented and organized 
in the American Bar Association, is inevitable. W hat will the purpose of 
this program be? One can safely guess it will be this: simply to keep the 
public informed of the important contributions the lawyer as a citizen 
and a professional man makes to the public welfare.
The engineers have been forward-looking in this matter, too. The 
American Society of Civil Engineers, for example, has a full-time public 
relations and news department in operation. The purpose of this program 
is to instruct the public in the problems of engineering as they relate to 
the public welfare; to gain public acceptance for needed public works, as 
recommended by engineers, and to let the everyday American citizen 
know that the professional engineer, whether he serves government or 
private employer, is working in the public good.
And this brings us to the professional accountant. His is a story which 
bears telling, a story rich in human interest and examples of heroic service 
to the public and to business. The very business structure upon which we 
rely for our daily bread relies in its turn upon the accountant. Without 
his services, the elements in management become a confusion of individual 
factors, without any apparent relation one to the other. It would be 
impossible to carry on the functions of orderly government without the 
services of the professional accountant. In a variety of problems coming 
up constantly in the business structure of any local community or state or 
nation the accountant is the authority who maintains balance and com­
mon sense.
Does the average citizen realize the extent to which his welfare depends 
upon the profession of accounting? There is every reason for doubting 
that he does. This is indeed unfortunate, since the work of the public 
accountant is coming more and more to the forefront in our public 
affairs every day. That work will go on to greater importance and with 
growing encouragement from the public, if something is done by profes­
sional accounting in the field of public relations.
Public relations does not mean publicity, despite the fact that most of 
us, when we think of public relations, express our understanding of it in 
terms of publicity. Public relations embraces all activities which are 
involved in the relations of a profession with the public, and with special- 
interest groups within the public. This brings us first to the public-rela­
tions problem of the accounting group in a town or city.
The situation which came up in the New Jersey community would not 
have happened if the local accountants had in some degree or other made 
themselves known to their townsmen. For example, if one representative 
accountant had at some time or other appeared before a local service club, 
or the chamber of commerce, or a local medical or legal group as a speaker 
the situation would have been different. Immediately, those interested in 
developing public discussion of the town problems would have agreed that
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the citizens must have the comments o f a public accountant. (This N ew  
Jersey incident is particularly significant, since each problem up for dis­
cussion was essentially an accounting problem.)
The civic wealth o f a town or city  depends in large degree upon the 
interest which its professional groups take in local affairs. I t  will be a long 
step toward the solution of m any municipal problems when accountants 
make themselves available in a public w ay as advisors in taxation and 
other matters. T he accountant by habit and custom is specific. When he 
speaks in public at all he speaks without political prejudice, seeking only 
to serve the public good. He is the best man any town can call upon for ad­
vice when it is beset by tax confusion, mounting costs o f government and 
other questions which the public must, i f  possible, vote upon intelligently.
When we come to the state group in accounting, we have a more 
encouraging picture. Individual state groups have done notable work in 
the field o f public relations, but most o f these efforts have been confined 
to the states within which the groups exist. There will be great public- 
relations opportunities in the extension o f existing activities in the direc­
tion o f regional or interstate conferences. A t  these, important public 
questions should be discussed by leaders in other fields than accounting, as 
well as by accountants themselves. These regional meetings could be used 
as “ sounding boards”  from which will be reflected a great volume of 
social and business and government news o f interest to all the people.
Where local, state or regional conferences are held, every effort should 
be made to bring in the participation o f outside leaders in business, 
industry, government and the social sciences. There is not much news or 
public interest in technical accounting discussions, but there is wide public 
interest in the relations o f public accounting to problems o f m any kinds 
which face us today.
The accountant is a professional man, no less than the doctor, the 
lawyer and the engineer. His contributions to the public good are never- 
ending. H e should build for himself the goodwill o f  the public based on 
friendly understanding o f the work he does. T he background which pro­
fessional accounting has built for itself in a quiet manner makes the best 
kind o f a background for public relations— a professional job  well done; a 
profession vitally  concerned with the public welfare; a profession rich in 
human interest; a profession led by interesting personalities. T he founda­
tion for the work is laid. I t  only remains for the profession to come from 
behind the curtain and tell the public about itself. In doing so, it will serve 
its own best interests while it also serves the interests o f others.
Spring Meeting of Council
T H E  regular spring meeting of the council of the American Institute of Accountants was held at the Commodore hotel, New York, on 
April 12th. The meeting was of unusual interest because it was the first 
business session of the governing body of the national organization since 
unification of the two former national groups. Besides members of the 
council, the meeting was attended by chairmen of committees of the 
Institute.
The meeting reflected the increase in strength and in breadth of activ­
ity on the part of the Institute, and while a detailed account of the 
proceedings cannot be published in this bulletin one or two items of 
particular interest may be mentioned.
Sitting as a trial board the council heard charges against a member of 
the Institute based on alleged violation of one of the rules of professional 
conduct in an engagement which had resulted in a stop-order proceeding 
before the Securities and Exchange Commission. A  formal report of the 
trial will be published in The Journal of Accountancy in accordance with 
provisions of the by-laws.
A t the suggestion of the executive committee, the council authorized 
appointment of a special committee to consider the question of moving the 
headquarters of the Institute to a building which will meet its require­
ments more adequately than the quarters at 135 Cedar Street.
Committee reports indicated that during the first half of the year there 
was active cooperation between the Institute and the Securities and 
Exchange Commission, the New York Stock Exchange, the Robert 
Morris Associates and other groups.
The committee on Federal taxation has prepared a brief suggesting 
changes in the Federal revenue act, to be presented to Congress at a 
suitable time.
Other subjects discussed which are indicative of the scope of the organ­
ization’s program are: Accountancy education, accounting terminology, 
cooperation with the legal profession, state legislation, natural business 
year, publishing activities of the Institute and plans for its fiftieth anni­
versary celebration.
The following members of council were present:
Fred. B. Andrews, Illinois J. Chester Crandell, Massachusetts
Lewis Ashman, Illinois W. Sanders Davies, New York
M. H. Barnes, Georgia Stanley G. H. Fitch, Massachusetts
Robert O. Berger, Illinois John F. Forbes, California
Arthur H. Carter, New York P. W. R. Glover, New York
Will-A. Clader, Pennsylvania W. C. Heaton, New Jersey
Charles F. Coates, Connecticut F. H. Hurdman, New York
Charles B. Couchman, New York J. E. Hutchinson, Jr., Texas
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Lincoln G. Kelly, Utah 
Wayne Kendrick, Washington, D. C
E. G. H. Kessler, Missouri 
Paul K. Knight, New York 
Eustace LeMaster, Washington 
J. K. Mathieson, Pennsylvania 
Norman L. McLaren, California 
Philip N. Miller, New York 
Robert H. Montgomery, New York
I. Graham Pattinson, New York
Maurice E. Peloubet, New Jersey 
T. Edward Ross, Pennsylvania 
Adrian F. Sanderbeck, Pennsylvania 
William J. Taylor, Ohio 
Arthur W. Teele, New York 
George M. Thompson, California 
W. R. Tolleth, Virginia 
Edwin H. Wagner, Missouri 
C. Oliver Wellington, New York 
T. Dwight Williams, Oklahoma
The following chairmen o f committees were also present:
George P. Auld, New York, special 
committee on Federal reorganization 
Alexander S. Banks, New York, special 
committee on cooperation with in­
vestment bankers 
John A. Conlin, New York, special 
committee on commercial arbitration 
George P. Ellis, Illinois, special com­
mittee on governmental accounting
A. S. Fedde, New York, special com­
mittee on cooperation with bankers 
Frank S. Glendening, Pennsylvania, 
special committee on savings and 
loan accounts 
Ralph S. Johns, New Jersey, special 
committee on natural business year 
Roy B. Kester, New York, committee 
on education
Eric L. Kohler, Illinois, committee on 
terminology 
John T. Madden, New York, special 
committee on cooperation with bar 
association 
J. Arthur Marvin, New York, special 
committee on cooperation with trade 
associations 
Victor H. Stempf, New York, com­
mittee on Federal taxation 
Philip S. Suffern, New York, special 
committee on state corporation laws 
Charles H. Towns, New York, com­
mittee on state legislation 
Frederick W. Wulfing, New York, 
special committee on stock broker­
age accounting
American Institute of Accountants
Examinations
The regular spring examinations of 
the American Institute of Accountants 
will be held on May 13th and 14th, and 
cooperating state accountancy boards 
will hold simultaneous sessions. Fol­
lowing is the schedule of examinations:
T h u r s d a y , M a y  13, 1937
9:00 a . m . to 12:30 p . m . Auditing.
1 :30 p . m . to 6:30 p. m . Accounting the­
ory and practice. Part I
F r i d a y , M a y  14, 1937
9:00 a . m . to  12:30 p. m . Commercial 
law.
1:30 p. m . to 6:30 p. m . Accounting the­
ory and practice. Part II
Travels of Officers of Institute
Plans have been made for extensive 
travelling during the spring months by 
Edwin H. Wagner, of St. Louis, vice- 
president, and John L. Carey, secre­
tary of the Institute. They expect to 
visit members of state societies of 
certified public accountants in twenty- 
one cities throughout the Western and 
middle-western states.
It is tentatively planned that Mr. 
Wagner visit Detroit, Chicago, Mil­
waukee, Minneapolis, Des Moines and 
Omaha and Indianapolis.
Mr. Carey’s tentative arrangements 
call for visits to St. Louis, Kansas City, 
Missouri, Tulsa, Albuquerque, Phoe­
nix, Los Angeles, San Francisco, Port­
land, Oregon, Seattle, Spokane, Boise, 
Salt Lake City, Cheyenne, Denver.
Progress of the Institute
The membership of the Institute at 
April 1, 1937, was 4,674, consisting of 
3,882 members and 792 associates. Ap­
plications of about 100 men were placed 
before the council for consideration at 
its meeting April 12th. Other applica­
tions pending before the board of ex­
aminers total approximately 100.
Board of Examiners— The board of 
examiners held a meeting on April 6th 
at which a number of applications were 
cleared and there was discussion of al­
tering somewhat the system under 
which the Institute’s examinations are 
prepared so as to assure satisfactory 
questions and problems as well as solu­
tions submitted for the guidance of co­
operating state boards.
Executive Committee—The executive 
committee met on April 9th to formu­
late a report of its activities for sub­
mission to the council and to deal with 
other business before it. Those present 
were: Robert H. Montgomery, presi­
dent; Edwin H. Wagner, vice-presi­
dent; Arthur W. Teele, treasurer; 
Arthur H. Carter, P. W. R. Glover, 
William C. Heaton, J. K. Mathieson,
I. Graham Pattinson, C. Oliver Wel­
lington; and the secretary.
Committee on Budget and Finance—  
Many hours were spent in March and 
April by the committee on budget and 
finance in revising the tentative budget 
approved by the council at the begin­
ning of the fiscal year. Substantial in­
crease in both revenues and expendi­
tures following the merger of the two
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national organizations has resulted in 
important alterations in the budget.
Special Committee on 50th Anniver­
sary Celebration— A meeting of the spe­
cial committee on fiftieth anniversary 
celebration was held on April 9th. 
Those present, in addition to the 
secretary, were: P. W. R. Glover, 
chairman; Samuel J. Broad, Harold R. 
Caffyn, George Cochrane, A. S. Fedde, 
J. Arthur Marvin, Robert H. Mont­
gomery, W. W. Nissley, Maurice E. 
Peloubet, Prior Sinclair, Rodney F. 
Starkey, Victor H. Stempf.
The program previously outlined 
was finally approved, authority was 
given for the despatch of invitations to 
representative accountants abroad, def­
inite plans were made for approaching 
persons to be invited to deliver ad­
dresses at the meeting and subcom­
mittee assignments were completed. 
Active work on the arrangements for 
the meeting next October was com­
menced immediately after the council 
meeting.
Committee on Federal Taxation—  
Analysis of recommendations for amend­
ment of the Federal revenue act pub­
lished in T h e  C e r t if ie d  P u b l ic  A c­
c o u n t a n t  for March was widely 
noticed in the public press. Among 
other publications the Commercial and 
Financial Chronicle of New York 
quoted at length from the statement of 
the Institute’s committee.
Committee on Publication— The com­
mittee on publication met on March 
29th. Discussion embraced both busi­
ness and editorial problems related to 
the Institute’s publications. The fol­
lowing were present: C. Oliver Welling­
ton, chairman; Henry B. Fernald, 
Frank Wilbur Main, and Maurice E. 
Peloubet, and the secretary and as­
sistant secretary of the Institute.
Committee on Accounting Procedure—  
The committee on accounting proce­
dure met on April 2nd to review a 
report rendered to the executive com­
mittee by the special committee on co­
operation with stock exchanges. It was 
the recommendation of the committee 
on accounting procedure that the re­
port be published for general informa­
tion. Those present were: Arthur W. 
Teele, chairman; Philip N. Miller, Roy
B. Kester, Paul K. Knight, A. S. Fedde, 
Rodney F. Starkey and Frederick H. 
Hurdman.
Special Committee on Cooperation 
with Bar Association— Robert O. Ber­
ger, member of council, and J. H. 
Gilby, member of the Institute’s special 
committee on cooperation with bar as­
sociation, met with representatives of 
the American Bar Association in Chi­
cago on March 6th to discuss problems 
of mutual interest. A report of the dis­
cussion was forwarded to the chairman 
of the Institute’s special committee 
which is giving consideration to the 
questions raised.
Special Committee on Cooperation 
with S.E.C.— The Institute’s special 
committee on cooperation with the 
Securities and Exchange Commission 
has replied to two requests for advice 
and information submitted by the
S.E.C. during the past month. The 
Institute’s committee has not held any 
meeting since January 14th but all the 
members have expressed their views to 
the chairman in writing on each ques­
tion which has been raised.
Special Committee on Natural Busi­
ness Year— Ralph S. Johns, chairman 
of the Institute’s special committee on 
natural business year, and the secretary 
and assistant secretary of the Institute 
represented the accountancy organiza­
tion at a conference on March 31st with 
representatives of Dun and Bradstreet 
to discuss the possibility of cooperation 
in carrying forward research work de­
signed to indicate the most desirable
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fiscal closing dates for certain types of 
business. Both organizations are repre­
sented on the Natural Business Year 
Council.
Committee on Terminology— The com­
mittee on terminology held a meeting 
on the morning of April 12th to con­
sider criticisms received in relation to 
the tentative revised draft of the com­
mittee’s report on accounting terminol­
ogy circulated last fall. Those present 
were: Eric L. Kohler, chairman, Alex­
ander H. Beard, Stephen Gilman, 
Joseph J. K. Klein, Norman J. Lenhart 
and Gabriel A. D. Preinreich.
Special Committee on Cooperation 
with Trade Associations— J. Arthur 
Marvin, chairman of the special com­
mittee on cooperation with trade asso­
ciations, has sent to the members of his 
committee a plan for cooperation with 
state societies in dealing with trade 
associations under which a member of 
the Institute’s committee in each 
geographical section will advise with 
state society officers in that region.
Special Committee on Bankruptcy—  
The Institute was represented by two 
members of its special committee on 
bankruptcy at a meeting of the Na­
tional Bankruptcy Conference held at 
Washington on March 27th. Charles 
Banks, of Chicago, and T. Coleman 
Andrews, of Richmond attended.
Lecture and Study Group— A meet­
ing of the New York lecture and study 
group will be held on April 28th at the 
Victoria hotel. The Institute’s recent 
publication, Accounting Questions and 
Answers, will be the basis of discussion.
Many committees of the Institute 
rendered general reports to the council 
on April 12th. A detailed review of 
recommendations and action of the 
council thereon will be included in the 
May issue of T h e  C e r t if ie d  P u b l ic  
A c c o u n t a n t .
George Armistead
George Armistead, of Houston, presi­
dent of the American Institute of 
Accountants in the year 1934-1935, 
died on March 12th at his home, at 
the age of 66. Mr. Armistead had been 
in ill health for many months.
Mr. Armistead was born in Mont­
gomery County, Mississippi, and had 
been a resident of Houston since 1897.
In the early part of his career he 
was employed in the accounting depart­
ment of the Missouri Pacific Railroad 
and later was engaged in the manage­
ment of Texas rice mills and in foreign 
trade in that product.
In 1916 he began practice as a public 
accountant, and in 1918 was examined 
by the Texas state board of account­
ancy and awarded a C.P.A. certificate. 
He became a member of the American 
Institute of Accountants in 1922, and 
served two terms as president of the 
Texas Society of Certified Public Ac­
countants. He was chairman of the 
Texas fiscal survey committee created 
by the fortieth legislature and was the 
author of a survey of the Texas tax 
system entitled “ The Texas tax prob­
lem.”
He was active in the affairs of 
the Institute. Just prior to his election 
to the presidency, he was a member 
of the council, chairman of the com­
mittee on professional ethics, and a 
member of the special committee on the 
development of accounting principles. 
He was vice-president for the term of
19 3 1-19 3 2.
Frederick B. Bennett
Frederick B. Bennett, of Greenfield, 
Indiana, died December 9th, the Insti­
tute has been informed. Mr. Ben­
nett was general auditor for the Union 
Telephone Co. and associated com­
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panies. He was a certified public ac­
countant of Indiana. Mr. Bennett was 
an associate of the American Institute 
of Accountants and formerly was a 
member of the American Society of 
Certified Public Accountants.
Harry J. Douglas
Harry J. Douglas, of Menlo Park, 
California, died August 27, 1936, the 
Institute has learned. Mr. Douglas was 
a charter member of the American 
Institute of Accountants. He had re­
cently practised as an individual and 
formerly was a partner of Douglas & 
MacLeod, San Francisco.
John H. Garrison
John H. Garrison, of Elizabeth, New 
Jersey, a member of the American 
Institute of Accountants, died suddenly 
on March 1st, at the age of 45.
Mr. Garrison was a native of Eliza­
beth, New Jersey, and attended school 
in that city. For nearly 30 years he 
was associated with the firm of Haskins 
& Sells, and in January of this year he 
became a partner in the firm of Prankard 
& Zimmerman.
Mr. Garrison was a certified public 
accountant of New York.
Alexander Hunter
Alexander Hunter, of New York, 
died August 17, 1936, at the age of 72, 
the Institute has been informed. Mr. 
Hunter was senior partner in the firm 
of Alexander Hunter & Co. He was 
a certified public accountant of New 
York and of New Jersey. Before com­
ing to New York more than 30 years 
ago, Mr. Hunter was associated with 
a New England textile manufacturing 
concern.
William P. Kelly
William P. Kelly, of Chicago, a 
charter member of the American Insti­
tute of Accountants, died March 23, 
1936, after a long illness, the Institute 
has just learned. Mr. Kelly was em­
ployed by the International Harvester 
Company, as comptroller. He was a 
certified public accountant of Minne­
sota and a chartered accountant of 
Scotland.
P. Robert G. Sjostrom
P. Robert G. Sjostrom, of Miami, a 
member of the American Institute of 
Accountants, died on March 15th, at 
the age of 77. Mr. Sjostrom was a certi­
fied public accountant of Florida and 
was senior member of the firm of Sjos­
trom & Arner. He was formerly a mem­
ber of the American Society of Certified 
Public Accountants.
Mr. Sjostrom was a native of Swe­
den and came to America with his 
parents at an early age. He was grad­
uated from McGill University. Sub­
sequently, he lived in Massachusetts, 
New York, and Florida.
From 1888 until 1912 Mr. Sjostrom 
practised public accounting in New 
York, and from 1912 to 1918 served 
as chief of the income-tax division, 
bureau of internal revenue, for the state 
of Florida. In the years following, he 
practised under the firm name of 
Sjostrom Audit Company in Jackson­
ville and Miami, and in 1928 became a 
member of Sjostrom & Arner.
John Whitmore
John Whitmore, of New York, who 
was a member of the American Insti­
tute of Accountants from 1917 until 
his retirement from active accounting 
practice in 1935, died on March 18th. 
Mr. Whitmore was a certified public 
accountant of New York, and at the 
time of his retirement was a partner 
in the firm of Patterson, Teele & 
Dennis.
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Election of Members
In the absence of protest, the presi­
dent has declared elected, as members 
and associates, respectively, 50 appli­
cants whose election had been recom­
mended by the board of examiners and 
approved by the council by mail ballot. 
Following are the new members and 
associates:
A d m it t e d  a s  M e m b e r s  
Laurence W. Aldrich, White Plains, 
N. Y.
James Bell Andrews, San Antonio, 
Texas
John B. Bachofer, Kansas City, Mo. 
Albert E. Baylis, Oklahoma City, Okla. 
Rudolph S. Bozzelli, Philadelphia, Pa. 
Benjamin Brown, New York, N. Y .
L. Joseph Case, Cleveland, Ohio 
Claude A. Clark, Los Angeles, Calif. 
Eugene D. Cronk, St. Louis, Mo. 
Julian Duffee, Mobile, Ala.
James W. Edenburn, Des Moines, Iowa 
Paul Heymann, Ventura, Calif.
Harold N. House, Baltimore, Md. 
Frank A. Johnson, Helena, Mont. 
Ralph C. Jones, New Haven, Conn. 
Francis O. Kanehl, Chicago, Ill. 
Eugene F. Kenna, Rahway, N. J. 
William M. Layman, Chicago, Ill. 
Murdock N. MacRae, New York, N. Y . 
Anthony B. Manning, New York, N. Y . 
Arthur D. Maxwell, Philadelphia, Pa. 
R. I. Mehan, Galveston, Texas 
Herman A. Miller, Rochester, N. Y . 
Sigmund Pines, New York, N. Y . 
Samuel Pop, Los Angeles, Calif.
Harold S. Rock, Minneapolis, Minn. 
Francis M. Slayton, Los Angeles, Calif. 
Charles T. Sweeney, Springfield, Ohio 
James A. Trainor, New York, N. Y . 
Harry H. Wade, New York, N. Y .
Roy Wiedemer, Cincinnati, Ohio
A d m it t e d  a s  A s s o c ia t e s  
Edwin E. Balling, Jr., Los Angeles, 
Calif.
Robert B. Brown, New York, N. Y . 
Frederick M. Bruell, New York, N. Y . 
Richard R. Cole, Los Angeles, Calif. 
Thomas S. Durham, Washington, D. C.
George N. Farrand, New York, N. Y . 
Andrew Figel, Indianapolis, Ind.
David Goldman, New York, N. Y. 
Edmund J. Haugh, Chicago, Ill. 
Lawrence D. Hinman, Enid, Okla. 
William H. Hird, New York, N. Y.
R. Alfred Lile, Little Rock, Ark. 
Frederick E. Lundberg, Oakland, Calif. 
George D. E. McAninch, Chicago, Ill. 
Curtis F. Scott, New Orleans, La.
Allyn K. Suttell, Providence, R. I. 
Albert M. Van Deusen, Chico, Calif. 
Romelyn Warburton, Salt Lake City,
Utah
Raymond A. Weber, Milwaukee, Wisc.
Japanese Visitor
Professor K. Satoh, of Waseda Uni­
versity, Tokyo, visited the offices of the 
Institute on March 1st and showed 
great interest in the facilities main­
tained by the organization.
Professor Satoh has written and lec­
tured extensively on financial state­
ments, accounting methods and cost 
accounting, as well as banking and 
finance, in Japan. He has been given a 
leave of absence of a year and a half to 
travel and study, and will leave New 
York early in April to attend the coro­
nation of King George VI of England.
Professor Satoh informed the secre­
tary of the Institute that the law pro­
viding for issuance of the Japanese 
degree comparable to “ certified public 
accountant”  has been in existence for 
only ten years, but seven thousand per­
sons have qualified and have received 
certificates in that time. Only one third 
of this number have taken examina­
tions. Certificates have been issued to 
about two thirds of the applicants 
without examination because of aca­
demic qualifications which met the 
requirements. The independent audit 
is not yet common in Japan, according 
to Professor Satoh, but is gradually be­
coming more extensive as a business 
practice.
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Accounting and the S.E.C.
The Securities and Exchange Com­
mission on April 1st released the follow­
ing announcement:
“ The Securities and Exchange Com­
mission today announced a program for 
the publication, from time to time, of 
opinions on accounting principles for 
the purpose of contributing to the de­
velopment of uniform standards and 
practice in major accounting questions.
“ As the first of these interpretations, 
the commission published a letter by 
Carman G. Blough, chief accountant, 
to a registrant discussing the propriety 
of charging losses resulting from com­
pany revaluations of assets to capital 
surplus rather than to earned sur­
plus.
“ Many accounting problems have 
arisen during the course of the commis­
sion’s administration of the securities 
act of 1933, the securities-exchange act 
of 1934, and the public-utility holding- 
company act of 1935, which have gen­
eral application, and in these instances 
the commission intends to publish 
opinions as they arise in specific cases.
“ Previously, the commission issued 
an interpretation with respect to the 
treatment of Federal income and ex­
cess-profits taxes and the surtax on un­
distributed profits in financial data. 
This opinion was published in release 
No. 1210 under the securities act and 
should be considered part of this series.
“ The opinion of the chief accountant 
follows:
“ ‘The question under discussion con­
cerns the propriety of a charge (repre­
senting a reduction from net cost values 
of plant and equipment to a valuation 
established by the executive officers of 
your company) to capital surplus in­
stead of to earned surplus. The capital 
surplus to which this charge was made 
was created pursuant to resolutions of 
the stockholders and directors provid­
ing for the reduction of the par value of 
the issued and outstanding common 
stock for the specific purpose of taking
care of this revaluation of plant and 
equipment.
“ ‘ It is my understanding that the 
plant and equipment were originally 
built for, and have until a few years ago 
been operated in, the manufacture of a 
class of goods the production of which 
has been discontinued. Under these 
conditions, some of the buildings and 
equipment became useless or obsolete, 
several of the buildings having been 
razed prior to the write-off and others 
subsequently. Other portions of the 
plant were of unduly large capacity for 
planned future requirements. The write­
downs in question were made in ac­
cordance with the instructions of the 
directors and stockholders as stated in 
their respective resolutions; namely, 
“ to the degree considered proportion­
ate to the condition of each such asset 
with respect to the state of being par­
tially or wholly obsolete, or over-capac­
ity, of lessened utility value, of too 
high book value in comparison with 
replacement cost, or unduly costly in 
operation.”
‘“ To my mind, the revaluation of the 
assets involved was simply a recogni­
tion by the company, as of the date of 
the write-down, of an accumulation of 
depreciation in values incidental to the 
risks involved in the ordinary operation 
of its business. This depreciation did 
not occur as of a given date; it took 
place gradually over a period of years 
coincident with the evolution of the in­
dustry. Thus it was an element of pro­
duction costs applicable to an indefinite 
period prior to the write-down and as 
such would have been charged against 
income had it been discerned and pro­
vided for currently.
“ ‘ It is my conviction that capital 
surplus should under no circumstances 
be used to write off losses which, if cur­
rently recognized, would have been 
chargeable against income. In case a 
deficit is thereby created, I see no ob­
jection to writing off such a deficit 
against capital surplus, provided ap­
propriate stockholder approval has 
been obtained. In this event, subse­
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quent statements of earned surplus 
should designate the point of time from 
which the new surplus dates.
‘“ Accordingly, in my opinion, the 
charge here in question should have 
been made against earned surplus. In 
view of the stockholder action that has 
been taken, I see no objection to the 
deficit in earned surplus resulting from 
this write-off being eliminated by a 
charge to the capital surplus created by 
the restatement of capital stock.’ ”
Institute Representatives 
in Philadelphia
C. Oliver Wellington, member of the 
Institute’s executive committee, and 
John L. Carey, secretary, spoke at a 
meeting of the Philadelphia chapter of 
the Pennsylvania Institute of Certified 
Public Accountants at the Manufac­
turers and Bankers Club, March 3rd. 
There were about one hundred mem­
bers of the chapter present.
John H. Zebley, Jr., vice-chairman 
of the chapter, presided in the absence 
of A. Karl Fischer, the chairman.
Mr. Wellington’s subject was “  Pub­
lished financial statements.”  He spoke 
about methods of dealing with items in 
balance-sheets and income statements 
which are currently in vogue, explain­
ing the effect of stock-exchange and 
Securities-and-Exchange-Commission 
requirements on the accounting prac­
tices of corporations. He also dealt with 
several special problems which have 
arisen recently, such as treatment of 
unamortized discount in case of a re­
funding issue of bonds, charges result­
ing from write-downs of capital assets, 
treatment of profits derived from the 
sale of a company’s own stock and 
methods of inventory valuation. He 
also drew attention to accountants’ 
certificates and referred to several pub­
lished certificates containing interest­
ing items.
The secretary of the Institute spoke 
of the present situation of the national 
organization and its relations with state 
groups, giving specific examples of how 
the national headquarters had been 
able to help state societies in various 
directions. He also pointed out certain 
activities which only the national or­
ganization was equipped to undertake 
and showed how all practitioners bene­
fited from them indirectly.
Announcement was made that the 
fortieth anniversary of the Pennsyl­
vania Institute of Certified Public Ac­
countants would be celebrated at 
Philadelphia on April 6th.
Fortieth Anniversary Celebration 
of Pennsylvania Institute
The Pennsylvania Institute of Certi­
fied Public Accountants celebrated its 
fortieth anniversary at a banquet held 
at the Bellevue-Stratford hotel, Phila­
delphia, on the evening of April 6th. 
The American Institute of Accountants 
was represented by Robert H. Mont­
gomery, president, and John L. Carey, 
secretary. Colonel Montgomery was 
among the principal speakers.
J. Cyril McGarrigle, of Philadelphia, 
president of the Pennsylvania Institute, 
made introductory remarks and T. Ed­
ward Ross, charter member and former 
president, served as toastmaster.
Robert J. Bennett, of Philadelphia, 
secretary of the Pennsylvania Institute, 
in an address entitled “ Milestones in 
the Pennsylvania Institute’s history,” 
traced the development of the institute 
and the profession in Pennsylvania 
since 1897. Frank Wilbur Main, for 
several years president of the state 
board of examiners, spoke on the ac­
counting profession in western Pennsyl­
vania. Members of the institute then re­
ceived greetings from representatives of 
other societies and state examining 
boards.
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Colonel Montgomery’s address, in 
which he spoke of the activities of the 
American Institute and the future of 
the national organization, followed. He 
laid emphasis upon the necessity for 
close cooperation between the state and 
the national organizations.
There was a toast to the five living 
founders of the Pennsylvania Institute, 
William M. Lybrand, T. Edward Ross, 
Robert B. Vollum, Robert H. Mont­
gomery and John D. Stinger.
The last speaker of the evening was 
Robert T. McCracken, of Montgomery 
& McCracken, Philadelphia, whose 
topic was “ Some impressions of Phila­
delphia during the last 40 years.”
T. Edward Ross was chairman of the 
fortieth anniversary committee which 
supervised all arrangements.
Competitive Bids for Municipal 
Audits
From time to time it comes to the 
attention of the Institute’s special 
committee on governmental accounting 
that a municipality has advertised for 
bids from certified public accountants 
for auditing services. Hearing recently 
that such action had been taken by a 
southern municipality, George P. Ellis, 
chairman of the Institute’s committee, 
addressed the following letter to the 
city manager:
“ D e a r  S i r :
“ Your advertisement for bids from 
certified public accountants for an 
audit of the municipal accounts of the
city o f -------- has been referred to me
as chairman of the committee on gov­
ernmental accounting of the American 
Institute of Accountants.
“ If you are required by law to ad­
vertise for bids, you could not, of course, 
help yourself. In that case, I should 
like to urge upon you the necessity of 
working for a change in the require­
ment. If you are not required by law to 
advertise for bids, then I should like to
bring to your serious consideration the 
position of the accountancy profession 
on this issue, and the very sound rea­
sons for the stand the profession has 
taken.
“ The American Institute of Ac­
countants— the national professional 
organization of certified public ac­
countants— is unalterably opposed to 
competitive bidding on accounting 
service. The reasons are these:
“ 1. Competitive bidding is competi­
tion in quality. A  low price means low- 
grade work. Poor work reflects not only 
upon the man who does it, but upon the 
whole profession.
“ Accounting, like law, medicine and 
engineering, is a professional service in 
which the public has a peculiar need of 
protection against ignorance and dis­
honesty. The public needs such protec­
tion because the public can not judge 
for itself the quality of technical work.
“ Most cities employ an attorney, a 
city physician or a city architect, and 
pay the same amount no matter who is 
engaged. Why should the vital account­
ing for public funds be treated on a 
different plane.
“ Recent embezzlement cases in pub­
lic office disclose that poor accounting 
and auditing had as much to do with 
creating the situation, as had the in­
competence and dishonesty of public 
officials. Audits which fail to find exist­
ing shortages give guilty employees a 
feeling of false security that leads them 
on to further thefts.
“ 2. Competitive bidding is con­
demned by certified public accountants 
on ethical grounds. The professional 
organizations have expressed them­
selves clearly in opposition to the prac­
tice. Any accountant who bids for con­
tracts, therefore, is violating what his 
profession believes to be the spirit of 
good practice. As a purely practical 
matter, an audit by an accountant who 
is not observing the best practices of 
his profession is of questionable value.
“ 3. A flat-rate bid cheats the ac­
countant and therefore cheats the 
municipality. When the estimated cost
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of work can not be fully determined 
beforehand because of unforeseen pos­
sibilities, asking for bids is merely a 
legalized form of gambling. In a busi­
ness, it is perfectly feasible to gamble 
if you want to. In a profession and in 
municipal accounting, it should not be 
tolerated.
“ A flat-rate bid on even a small job, 
without a provision that the bid figure 
is based upon correct records, is un­
sound on the face of it. If time must be 
spent by the accountant in correcting 
records and checking incorrect records, 
he must necessarily shave the quality 
of workmanship, since even a cut-rate 
bidder can not afford to work longer 
than he anticipated, for the flat-price 
bid. The errors that have gone un­
detected by the accountant have usu­
ally resulted from too low bids having 
been made, following which the ac­
countant has become lax toward the 
latter part of his service.
“ The need for a sounder procedure 
in the auditing of public funds has been 
recognized in some jurisdictions with 
regulatory measures. Kansas, for ex­
ample, has a municipal-accounting law, 
under which municipal audits can be 
made only by certified public account­
ants, or licensed municipal accountants 
who have qualified by special training 
and examination to satisfy the state’s 
strict requirements of competency. It is 
recognized that municipal accounting 
is a distinct branch of public account­
ing, in which experience and special 
preparation are highly important.
‘ The National Committee on Mu­
nicipal Accounting has registered its 
disapproval of awarding audit con­
tracts on a competitive basis.
“ I am enclosing a copy of an address 
I made a year ago before the Kansas 
Licensed Municipal Accountants. The 
state accountant of Kansas had this 
talk mimeographed and distributed 
throughout the state.
" I hope that a city as progressive as
---------------- has shown itself to be in
having a ‘ City Manager,’ will also 
soon take front rank for the soundness
of its public-fund accounting require­
ments. I assure you that any informa­
tion or help that our national body or 
that this committee can give you to 
that end will be given gladly and with 
deep appreciation of your cooperation.
“ Yours very truly,
“ G e o r g e  P. E l l is , chairman, 
Committee on governmental ac­
counting, American Institute of 
Accountants.”
Activities of Municipal Finance 
Officers
The Municipal Finance Officers’ 
Association has published summaries 
of its 1936 activities and its 1937 ob­
jectives, which contain the following:
1936 A c t iv it ie s
1. Answered more than 500 inquiries 
on accounting and financial procedure.
2. Made careful study of 35 munici­
pal reports and suggested advisable 
changes.
3. Municipal Accounting Statements, 
prepared in cooperation with the Na­
tional Committee on Municipal Ac­
counting, was sent to all association 
members. It provides complete forms 
for an annual municipal report.
4. A manual of water-works ac­
counting procedure was started in co­
operation with the American Water 
Works Association.
1937 O b j e c t iv e s
1. Publish Municipal Accounting 
Standards by which each official may 
judge his own accounting and financial 
procedure.
2. An accounting field service to 
work with state groups will start Janu­
ary 1, 1937.
3. County accounting will be the 
subject of a special booklet.
4. Particular attention will be given 
to the needs of individuals who want to 
carry on their studies in municipal 
accounting and finance. A loan library 
will be established to tie in with the 
reading and study program.
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Study of Payroll Accounting 
Procedure
The committee on social security of 
the New York State Society of C.P.A.’s, 
which is making a study of the ef­
fect of the Federal social-security act 
and the state unemployment-insurance 
law on accounting records used by 
business concerns, has issued two ques­
tionnaires seeking information which 
would indicate to what extent changes 
in payroll accounting methods have 
been made necessary, and what amend­
ments to the legislation would be de­
sirable.
One questionnaire went to a number 
of representative business concerns 
throughout the state. The other, sent 
to members of the society, included the 
following questions:
F r om  P o in t  o f  V ie w  o f  A c c o u n t a n t
1. Do you make it a practice to 
recommend to your clients that the in­
formation required to be kept by the 
social-security-act and the unemploy­
ment-insurance laws should be kept in 
new or additional books or records, or 
do you deem that present records are 
sufficient for the purpose?
2. What objections (other than those 
in regard to the principles of social se­
curity or unemployment insurance), 
if any, do you find most frequently 
voiced by your clients in connection 
with the administration requirements 
of the Federal social-security act and 
the New York unemployment-insur­
ance law?
F r o m  P o in t  o f  V ie w  o f  a  C l ie n t
1. Have you found it necessary to 
revise your payroll records to meet 
state and Federal requirements under 
unemployment-insurance and social 
security laws? If so, to what extent?
2. Have you found it necessary to 
install detailed employee records of 
time worked and wages paid? Are such 
records supplemental to other employee 
records heretofore kept?
3. Have the changes in your ac­
counting records and procedure neces­
sitated additions to personnel? (“ Y es”  
or “ N o” ) How many? What was the 
increased cost of the changes made (in­
clusive of wages of new personnel, cost 
of records, professional services, etc.) to 
maintain added records? What per­
centage is this of total payroll ?
4. What suggestions would you make 
in regard to possible changes in the ad­
ministration of the laws or the form of 
reports now required, taking into con­
sideration the requirements of your 
own business, so as to reduce the multi­
plicity of reports and records under 
state and Federal requirements of 
the unemployment and social-security 
laws ?
Accountant v. Explorer
“ Adventure has always been a self­
ish business. Men who set out to find 
it may . . . feel reasonably confident 
that a successful issue to their project 
will be of service to the world. But the 
desire to benefit the community is never 
their principal motive. . . . They do 
it because they want to . . .
“ So it requires far less courage to 
be an explorer than to be a chartered 
accountant. The courage which en­
ables you to face the prospect of sitting 
on a high stool in a smoky town and 
adding up figures over a period of years 
is definitely a higher, as well as a more 
useful, sort of courage than any which 
the explorer may be called on to dis­
play. For the explorer is living under 
natural conditions, and the difficulties 
he meets with are the sort of difficulties 
which Nature equipped man to face; 
whereas the chartered accountant is 
living under unnatural conditions, to 
which a great deal of his equipment is 
dangerously ill-suited. Moreover and 
finally, the chartered accountant is 
doing an essential job, and the explorer 
(in these days) is not.”— Peter Flem­
ing, in Brazilian Adventure (Scribner’s).
State Accountancy Legislation
Colorado
No further information has been 
received regarding H. 575 introduced in 
the Colorado legislature on January 
19th. This bill was introduced by title 
only and copies will not be available 
until it is reported out of committee. 
It is understood that the bill “ regu­
lates certified public accountants.”
Connecticut
S. 525, introduced in the Connecticut 
legislature on February 3rd, was killed 
by senate action on March 18th. The 
bill would have required that written 
examinations for the C.P.A. certificate 
be held at least twice a year and would 
have required training and experience 
on a full time basis for a period of not 
less than three years as a qualification 
to take the examination.
A bill “ concerning public account­
ing,”  known as H. 1331, introduced on 
February 5th by title only, was killed 
on March 18th by action in the as­
sembly.
Delaware
H. 167, designed to protect con­
fidential relations between certified 
public accountants or public account­
ants and their clients, is still pending in 
the legislature of Delaware. A descrip­
tion of the bill was published in the 
March issue of this bulletin.
Georgia
No further action has been taken on 
house bill 344 now pending in the 
Georgia legislature. H. 344 would
amend the existing law by providing 
that “ the findings of the board [of ex­
aminers] shall be open for inspection to 
the parties standing such examination.”  
The bill also would amend the exist­
ing law by eliminating the provision 
that the board may, in its discretion, 
accept four years’ continuous practice 
or employment as a Federal revenue 
agent in lieu of two years’ experience in 
public accounting.
House bill 519, introduced in the 
Georgia legislature in February, would 
protect confidential communications 
between certified public accountants or 
public accountants and their clients.
Kansas
Senate bill 411, which is of the two- 
class restrictive type, was reported un­
favorably in the Kansas senate on 
March 17th. The provisions of the bill 
were analyzed in the March issue of this 
bulletin.
Minnesota
Four bills were reported in the March 
issue of this bulletin as having been 
introduced in the Minnesota legis­
lature. They were as follows: H. 675 
and S. 587 (identical bills), providing 
that three years’ experience in the 
office of the state income-tax depart­
ment may be accepted as partial quali­
fication for examination as a certified 
public accountant, and H. 593 and S. 
784 (identical bills), requiring that after 
January 1, 1942, candidates for the 
certified public accountant certificate 
shall be required to possess of a
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college degree. No action has been 
taken on the senate bills. H. 675 was 
passed in the assembly on February 
16th, and referred to the senate for its 
consideration on February 18th. H. 893 
was reported favorably in the assembly 
on February 26th.
In addition, H. 1136, “ to forbid ap­
pointment to board of accountancy,—  
accountancy instructors,” was intro­
duced on March 3rd and referred to the 
general legislation committee.
Missouri
A bill, known as H. 258, introduced 
in the Missouri legislature on February 
16th, would have the effect of repealing 
chapter n o  of the revised statutes of 
1929 relating to public accountants. 
This bill was reported favorably in the 
assembly on March n th . The Institute 
has received no later information on the 
bill.
Montana
Senate bill 130, which was reported in 
the March bulletin as having been in­
troduced in the Montana legislature on 
February n th , has been passed and 
was approved on March 15th. The new 
act amends the previously existing ac­
countancy law of the state by the 
elimination of the provision that certi­
fied public accountant certificates 
shall be issued without examination to 
persons who have been continuously 
engaged in public accounting practice 
for a period of five years before making 
application. The new provision of the 
law requires that persons satisfying the 
requirements of residence, age and 
education must satisfy the further re­
quirement that they shall have success­
fully passed examinations in the theory 
and practice of general accounting and 
other related subjects. The full text of 
the amendment will be published in a 
subsequent bulletin.
New Hampshire
H. 281, introduction of which was re­
ported in the March issue of this bulle­
tin, was passed in the assembly on 
March 31st and is now to be considered 
in the senate. The bill provides for the 
creation of a state board of account­
ancy, sets education and experience re­
quirements for examination for the 
C.P.A. certificate and would make other 
administrative changes in the existing 
law.
New Mexico
Senate bill 202, introduced in the 
legislature of New Mexico on February 
25th, requiring a $5.00 fee for annual 
renewal of certificates issued by the 
state board of accountancy, has been 
passed by the legislature and was ap­
proved on March 17th. The text of the 
amendment is as follows:
S e n a t e  B il l  No. 202 
An act relating to the state board of 
accountancy providing for examina­
tion, qualification, registration, and 
payment of fees of public accountants; 
and amending section 10 8-10 4 New 
Mexico statutes annotated, 1929 com­
pilation.
Be it enacted by the legislature of the 
state of New Mexico:
Section 1. That section 10 8-10 4 New 
Mexico statutes annotated, 1929 com­
pilation, be and it hereby is amended to 
read as follows:
“ Section 108-104. Examinations—  
Dates— Notice— Scope— Fees— Regis­
ter— Waiver of Examinations. The 
time and place for holding examina­
tions under this act shall be published 
in the English language for not less 
than two consecutive days in two daily 
newspapers published in this state, not 
less than twenty days prior to the date 
of such examination, and a notice of 
the same shall be mailed to all holders 
of certificates under this act, as well as 
to applicants. The examination shall
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cover the following subjects: theory of 
accounts, practical accounting, au­
diting and commercial law as affecting 
accountancy. Applicants for certifi­
cates, before taking the examination, 
must produce evidence satisfactory to 
the board that they are over twenty- 
five years of age, of good moral charac­
ter, a graduate of an accredited high 
school with a four-year course, or have 
an equivalent education, or pass a pre­
liminary examination to be given by 
said board for the purpose of deter­
mining that their educational qualifi­
cations are equal to graduates of 
accredited high schools having a four- 
year course, and that they have had at 
least three years’ practical accounting 
experience, at least one year of which 
shall have been as an accountant in the 
employ of a public accountant of recog­
nized standing in the profession or in 
the public practice on their own ac­
count. The fees for such examination 
shall be twenty-five dollars ($25.00), 
payable to the treasurer of the board at 
the time of filing application, at least 
five days prior to the holding of the 
examination. After the examination 
provided by this act, if the applicant 
has made a grade of at least seventy 
per cent., and if, in the judgment of the 
board, the applicant is entitled thereto, 
the board shall issue certificates as 
provided in this act. The board shall 
maintain a register of the names and 
addresses of all persons receiving certi­
ficates under this act, and shall keep a 
record of all persons whose certificates 
have been revoked. In the event the 
board shall waive the examination of 
any person, as in this act provided, a 
certificate shall likewise be issued to 
such person upon the payment of the 
fees hereunder.
“ Each person receiving a certificate 
under this act shall annually there­
after renew his registration card by the 
payment of a fee of five dollars ($5.00) 
and by compliance with such regula­
tions as may be prescribed by the 
board, not inconsistent with this act.” 
Approved, March 17, 1937.
Pennsylvania
A bill prohibiting the practice of a 
person as “ an accountant or auditor, as 
a certified public accountant or public 
accountant, under a false, assumed, or 
fictitious name” and providing penal­
ties, has been introduced in the Penn­
sylvania legislature as H. 1528. The bill 
is similar in its provisions to house bill 
2236 which died upon adjournment of 
the legislature in 1935.
Rhode Island
A bill introduced in the Rhode Island 
legislature on March 23rd would require 
that the secretary and the treasurer of 
the state board of accountancy shall 
each furnish bond in the sum of $1,000, 
conditioned upon the faithful perform­
ance of their respective duties. The bill 
is known as S. 142.
Vermont
H. 211, described in the March issue 
of this bulletin, has been passed by the 
legislature and was approved on March 
25th. Following is the text of the new 
act:
H o u s e  B i l l  No. 2 11
An act to amend sections 7628, 7629 
and 7635 of the public laws relating to 
the board of accountants and qualifica­
tions for certified public accountants. 
It is hereby enacted by the general as­
sembly of the state of Vermont:
Section 1. Section 7628 of the public 
laws is hereby amended so as to read as 
follows:
“ Section 7628. The state board of 
accountancy shall consist of three 
practising certified public accountants 
holding certificates under the law of 
this state. The governor, within thirty 
days after the passage of this act, shall 
appoint three members of the board to 
succeed the present incumbents and 
to serve until February 1, 1938, Febru­
ary 1, 1939, and February 1, 1940, re­
spectively, as designated by the gover­
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nor. The governor, annually in the 
month of January, shall appoint a 
member of the board to serve for a 
term of three years from February 1 
next ensuing and until his successor is 
appointed and qualified; and in case of 
a vacancy the governor may appoint 
a member for the unexpired term.
“ The governor after hearing may re­
move a member for neglect of duty or 
other cause. Forthwith after the initial 
appointment and after an annual ap­
pointment thereto have been made, the 
board shall organize by the election of a 
chairman and a secretary. The board 
may make such rules and regulations as 
may be necessary to carry into effect 
the purpose of this chapter and shall 
have authority to promulgate a code of 
accounting ethics and provide a pro­
gram of improved accounting prac­
tices in the state.”
Section 2. Section 7629 of the public 
laws is hereby amended so as to read as 
follows:
“ Section 7629. The board shall keep 
a record of all the proceedings and ac­
tions by and before the board and shall 
include therein the names of all the 
persons to whom the board shall issue 
certificates under the provisions of this 
chapter.”
Section 3. Section 7635 of the public 
laws is hereby amended so as to read as 
follows:
“ Section 7635. A person who is a 
citizen of the United States or who has 
duly declared his intention of becoming 
such citizen, who is a resident of the 
state, who is over the age of twenty- 
one years, of good moral character and 
a graduate of a high school with a four- 
year course or has an equivalent edu­
cation, who has had two years’ experi­
ence in public accounting, or such 
experience in general accounting as the 
board may determine as equivalent to 
such two-year experience and who has 
received from the state board of ac­
countancy a certificate of his qualifica­
tions to practise as an expert public 
accountant, shall be styled and known 
as a certified public accountant.”
Section 4. This act shall take effect 
from its passage.
Approved, March 25, 1937.
Washington
H. 114, “ relating to certified public 
accountants,”  has been passed by the 
legislature and was approved on March 
5th. The text of this new act is as 
follows:
C h a p t e r  41, L a w s  1937 
(House bill No. 114)
An act relating to the certified public 
accountants and amending section 
8268, Remington's Revised Statutes, by 
adding three new sections to be known 
as sections 8268-1; 8268-2; and 8268-3.
Be it enacted by the legislature of the state 
of Washington:
Section 1. That a new section to be 
known as section 8268-1, Remington's 
Revised Statutes, be added to section 
8268, which shall read as follows: 
“ Section 8268-1. Subsequent to 
July first, nineteen hundred and thirty- 
seven, every candidate for examination 
for a certificate or license as a certified 
public accountant shall present evi­
dence that (a) he is a graduate of a 
high school with a four-years’ course or 
has had an equivalent education, or 
that he has had sufficient commercial 
experience in accounting so that in the 
judgment of the director of licenses the 
requirement of a four-year high-school 
course or equivalent education may be 
waived, and (b) that he has had at 
least three years’ practical experience 
in public accounting or experience re­
quiring an accounting background: 
provided, that any applicant who has 
not had the practical experience re­
quired, but who possesses the educa­
tional and other requirements and 
whose application has been approved 
by the director of licenses may sit for 
the examination, but if he shall suc­
cessfully pass same the issuance of a 
certificate of license to him and the
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right to practise as a certified public 
accountant or to hold himself out to the 
public as a certified public accountant 
shall be deferred until he shall have ob­
tained, within a period of five consec­
utive years, at least three years of 
practical experience in accounting sat­
isfactory to the director of licenses, any 
part of which may be prior to the date 
of application: provided further, that 
this act shall not apply to any candi­
date who, prior to the effective date of 
this act, shall have requested permis­
sion to sit for examination, or is not en­
rolled in any college or correspondence 
course in accounting.”
Section 2. That a new section to be 
known as section 8268-2 of Reming­
ton's Revised Statutes, be added to sec­
tion 8268, which shall read as follows:
“ Section 8268-2. The display or 
uttering within this state of a card, 
sign, advertisement or other printed, 
engraved or written instrument or de­
vice, bearing a person’s name in con­
junction with the words ‘ certified pub­
lic accountant’ or any abbreviation 
thereof, or the letters ‘ C.P.A.’ shall be 
prima facie evidence in any prosecu­
tion, proceeding or hearing that the 
person whose name is so displayed, 
caused or procured the display or utter­
ing of such card, sign, advertisement 
or other printed, engraved or written 
instrument or device and that such per­
son is holding himself out to be a certi­
fied public accountant. In any prosecu­
tion or proceeding under this section, 
evidence of the commission of a single 
act prohibited by this section shall be 
sufficient to justify a conviction and re­
covery of any civil penalty without evi­
dence of a general course of conduct.”
Section 3. That a new section to be 
known as section 8268-3 of Reming­
ton's Revised Statutes, be added to sec­
tion 8268, which shall read as follows: 
“ Section 8268-3. Nothing contained 
in this act shall be deemed to prohibit 
the use of the words ‘certified public ac­
countant ’ in connection with the firm or 
co-partnership name of any co-partner­
ship engaged in this state in the prac­
tice of public accountancy: provided, 
that each partner and manager of 
such co-partnership directly engaged in 
the conduct of such practice within this 
state is a certified public accountant in 
this state, and every general partner of 
such co-partnership is a certified public 
accountant of this state or any other 
state or political subdivision of the 
United States; and provided further, 
that such co-partnership shall file with 
the director of licenses a certificate 
verified by a general partner setting 
forth the firm or co-partnership name 
and the post-office address thereof 
within this state, the address of the 
principal office thereof, wherever lo­
cated, together with the name and ad­
dress of the manager or managers 
thereof within this state, the name and 
address of each general partner, the 
date and number of the certificate or 
license held by such manager or mana­
gers and by each general partner with 
the name of the state or other political 
subdivision of the United States issuing 
same. The fee for filing such certificate 
shall be twenty-five dollars ($25.00). 
A new certificate in like form shall be 
filed whenever there is any change in 
the names of the general partners of 
such co-partnership, the fee for filing 
such certificate shall be five dollars 
($5.00). Certificates issued under the 
provisions of this section shall be sub­
ject to an annual renewal fee of one 
dollar ($1.00).”
Approved, March 5, 1937.
What They Are Saying
The Federal Revenue Act of 1936  
—Some Current Problems
By A r t h u r  H. K e n t , A s s i s t a n t  
G e n e r a l  C o u n s e l , T r e a s u r y  
D e p a r t m e n t . From an address 
before a meeting of the Economic 
Club, Chicago, Illinois.
These recent changes, while probably 
the most important and far-reaching 
since the enactment of income tax it­
self, affected only a fractional part of 
the revenue act, although any one 
whose only source of information was 
the columns of the press, might well 
have believed that Congress had en­
acted 240 or 250 pages of new tax 
legislation. . . .
While the new surtax no longer 
leaves in considerable measure to 
corporate management the power to 
control by its decisions the volume of 
income-tax revenue, the act makes no 
effort to determine the form which dis­
tributions to shareholders shall take, 
provided such distributions are subject 
to taxation to the shareholders when 
received. On the contrary, the new sur­
tax may be substantially reduced or 
wholly eliminated if corporate manage­
ment sees fit to adopt any one of the 
numerous methods recognized by the 
act for distributing taxable dividends. 
Many of these methods permit a corpo­
ration to obtain the dividends-paid 
credit without parting with its cash or 
quick assets, leaving it free, if its man­
agement and shareholders so desire, 
to use its cash or liquid resources for 
expansion, debt retirement, or mainte­
nance of its policy with respect to re­
serves for contingencies. The recogni­
tion thus given to various methods for 
sharing corporate prosperity with the
shareholders is as wide as the Supreme 
Court’s definition of the constitutional 
concept of income permits; yet the 
Treasury is protected from the loss of 
revenue from the tax on individual 
incomes resulting from the failure of 
corporations to make some form of tax­
able distribution. Moreover, careful 
computation will show that a corpora­
tion may, under the graduated normal 
and surtax rates of the 1936 act, retain 
a considerable portion of its current 
earnings without incurring thereby an 
excessive corporate-tax burden.
Under pre-existing law it not un­
commonly happened that a corporation 
could meet the income-tax require­
ments with respect to the payment of 
dividends only by distributing its most 
liquid assets. Indeed, so rigid were the 
former requirements that a corporation 
with a deficit computed pursuant to its 
regular accounting methods might find 
itself in the paradoxical situation of be­
ing charged under harsh penalty with 
an unreasonable accumulation of prof­
its. On the other hand, if a corporation 
with a deficit under income-tax rules 
eliminated the deficit by the legitimate 
processes which were available under 
local laws, it ran the risk of losing 
thereby a tax advantage enjoyed by 
shareholders so long as such deficit ex­
isted. In numerous other cases with­
drawals of corporate funds were at­
tempted to be disguised in such manner 
as to prevent the imposition of an in­
come tax upon stockholders, to the 
manifest prejudice of shareholders of 
corporations refusing to engage in such 
practices.
In contrast to this former situation, 
corporations may now meet the ex­
pectations of their stockholders and at
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the same time satisfy the requirements 
of the new law as to the dividends- 
paid credit, without impairing the 
corporate financial strength. They 
may do so openly and aboveboard, 
without fear of penalty for unreason­
able accumulation of surplus, whereas 
even the distribution of constitution­
ally taxable stock dividends was not 
recognized under prior laws as a dis­
tribution of earnings and profits. Cor­
porations with deficits are encouraged 
to improve their balance-sheets by re­
adjustment of their capital structure, 
recapitalization, pro-rata surrender of 
stock, revaluation of assets, and similar 
recognized devices which place them in 
a position to make distributions in 
stock, obligations, or cash, according to 
their own best judgment, and thus ob­
tain a credit for surtax purposes. All 
this may be done, if desired, without 
any impairment of the corporate net 
assets. . . .
To the extent that corporate earn­
ings are in one form or another dis­
tributed as earned, as the result of the 
new act, equality of income-tax burden 
upon business profits will be approxi­
mated, subject only to that distortion 
of equality which, as pointed out 
above, is necessarily incident to the re­
tention of any normal tax upon corpo­
rate income and the continuance of a 
capital-stock tax. The large amount of 
additional revenue estimated to be 
raised by it merely measures the mag­
nitude of escape under pre-existing 
law from the full burden of high sur­
taxes on individual incomes which has 
resulted from the practice of large 
numbers of corporations to retain large 
portions of their earnings or to attempt 
the capitalization thereof by the cut­
ting of “ melons”  in the form of con­
stitutionally exempt stock dividends.
It should be strongly emphasized 
that the new law does not of itself pre­
vent the use of earnings for plant ex­
pansion, debt retirement, or other 
legitimate corporate purposes. There is 
nothing in it which compels the pay­
ment of dividends in cash. It leaves
each corporation free to determine, in 
the light of its own needs and the pe­
culiarities of its individual situation, 
the form which its distributions shall 
take. Income in the form of interest on 
tax-exempt securities it may accumu­
late at its pleasure so far as the new 
surtax is concerned. With this qualifica­
tion the policy on which the surtax is 
based is a closer approximation to 
equality of tax burden. Needed new 
capital may be obtained through bor­
rowing or the sale of stock rights or 
through the retention of earnings, as 
corporate management may decide, 
but whether one method or another is 
selected such capital will have passed 
through the tax mill in one way or anoth­
er. The wise use of earnings for plant ex­
pansion or debt retirement increases 
pro tanto the value of the shareholders’ 
equities. If they or the corporation 
have had to pay a proper tax before 
such earnings are capitalized, wherein 
has any unfair hardship been worked or 
injustice done? If one result of the new 
act is to cause shareholders to take a 
more active and intelligent interest in 
the decisions of corporate management 
as to the employment of earnings, who 
can assert that such a result would be 
inimical either to sound policy or cor­
porate responsibility?
Federal Revenue Legislation
By E l l sw o r t h  C. A l v o r d . From an 
address before the Economic Club of 
Chicago.
Our conclusions as to the soundness 
of the tax should not be predicated 
merely on its effect upon each of us per­
sonally. For the manner in which the 
tax affects us will vary, depending on 
our particular place in the business 
world. With our personal interests so 
divergent, and even conflicting, I sug­
gest that we first attempt to determine 
upon a few basic principles; and that 
we then consider the tax in the light of 
them.
For this purpose, I submit certain 
suggested principles for your considera­
tion. Although they happen to be ten
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in number, I assure you that they are 
not inscribed upon stone.
It seems to me that a tax—
(1) Should impose liabilities reason­
ably certain of ascertainment;
(2) Should not impose unreasonable 
or excessive burdens;
(3) Should not discriminate too 
harshly among competitors, giving to 
some advantages denied to others;
(4) Should apply with reasonable 
equality to all classes of business, 
whether or not competitive, imposing 
substantially equivalent burdens upon 
all types of business profits;
(5) Should not be open to excessive 
avoidance;
(6) Should not unduly interfere with 
normal business transactions;
(7) Should be reasonably coordi­
nated with other revenue measures, 
whether Federal, state or local;
(8) Should tend to produce the re­
sults for which imposed, whether they 
be for the raising of revenues, for the 
prevention of improper practices, or for 
so-called “ social”  purposes;
(9) Should not conflict too severely 
with other governmental policies; and
(10) Should be capable of reason­
ably sound administration, including a 
final determination of liabilities with­
out undue delay. . . .
There was some justification, in aca­
demic theory, for the undistributed- 
profits-tax system as originally recom­
mended by the president and the 
Treasury. In the course of considera­
tion by the Congress, however, aca­
demic theories were mingled with a 
flood of practical considerations. The 
hybrid character of the ultimate prod­
uct must be recognized. The law as 
enacted has failed to accomplish any of 
the purposes for which it was proposed. 
It violates each of the fundamental 
principles I have suggested, and every 
other known principle of taxation with 
which I am familiar.
It should not remain a part of our 
permanent revenue system. It should 
be repealed at once and in toto. . . .
Upon the assumption, however, that 
the undistributed-profits system is to 
remain with us for some time to come, 
every effort should be made to remove 
as many of its inequalities as possible 
and to make it as workable as possible. 
To this end, I recommend:
(1) The base of the tax should be 
made to conform as nearly as possible 
to “ book income,” as distinguished 
from the arbitrary statutory definition 
of “ undistributed net income.”
(2) Provision should be made for the 
carrying forward of business losses for 
several years.
(3) Adequate and sensible relief 
should be afforded the corporation with 
impaired capital, the corporation hav­
ing outstanding debts, and the corpora­
tion having contracts prohibiting the 
payment of dividends.
(4) Expenditures for improvements, 
additions, betterments, replacements, 
expansion and development should be 
permitted without the imposition of a 
penalty.
(5) The requirement that taxable 
dividends must be declared, and paid 
before the end of the taxable year is not 
necessary, and a provision allowing 
credit for dividends declared and paid 
prior to the date for filing the return 
should be substituted, together with a 
provision allowing credit for dividends 
paid within three months after the 
final determination of the corporation’s 
“ undistributed net income,” in every 
case in which the net income as shown 
on the return is increased.
Amendments to carry out these 
recommendations should be adopted at 
this session of Congress, and many of 
them should be made retroactive. 
Their cost in immediate revenues is 
relatively insignificant, and ultimately 
they will result in increased revenues. 
The necessity for them is paramount.
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Some Aspects of the Federal So­
cial Security Act
By G e o r g e  V. R o u n t r e e . From an ar­
ticle in The Canning Trade.
A c c o u n t in g  R e c o r d s
Federal regulations require that 
every person subject to the act shall 
keep such permanent records as are 
necessary to establish the total amount 
of remuneration payable to his em­
ployees in cash or other medium, show­
ing separately services excepted and 
certain other information. Each em­
ployer is also required to keep a record 
of contributions paid by him into any 
state unemployment fund with respect 
to services during the calendar year not 
excepted. While not mandatory, it is 
recommended that each employee main­
tain a record showing the names of 
employers, character of employment, 
dates and amounts of wages received.
No particular method of accounting 
or form of record is prescribed for em­
ployers. Each person is permitted to 
adopt such records and such method of 
accounting as may best meet the re­
quirements of his own business, pro­
vided that they clearly and accurately 
show the information required. Any 
person who employs individuals during 
any calendar year, but who considers 
he is not an employer subject to the 
tax should be prepared to establish his 
status by proper records. Such records 
shall at all times be open to inspection 
by internal revenue officers and shall 
be preserved for at least four years 
from the due date of the tax for the 
calendar year to which they relate. 
The law prescribes rather serious 
penalties for failure to keep adequate 
records.
During the past year, numerous sta­
tioners and manufacturers of loose-leaf 
records have prepared payroll forms 
which have doubtless been offered re­
peatedly to employers. We find em­
ployers have different methods for
accumulating payroll data. If such 
methods are suitable in the business we 
see no reason for changing them. Ir­
respective of the adequacy of the basic 
records, however, we suggest that the 
data be recorded on loose-leaf payroll 
sheets of good quality, preferably 11 by 
17 inches, an illustrative heading for 
which follows:
1. Registration number.
2. Name.
3. Time worked:
(a) Days
(b) Hours
4. Rate:
(a) Per week
(b) Per hour
5. Earnings:
(a) Wages
(b) Other
6. Total.
7. Deductions:
(a) State unemployment-insur­
ance tax
(b) Federal old-age-benefit tax
(c) Group insurance
(d) Miscellaneous
(e) Total
8. Balance due.
9. Check number.
A ledger sheet should be kept for each 
employee, perhaps alphabetically by 
factories to which weekly or semi­
monthly postings should be made. 
These ledger sheets should have suffi­
cient lines to receive all of the postings 
for one year. Separate columns should 
provide for the total earnings, state 
unemployment tax and the Federal 
old-age-benefit tax. In addition to the 
pay roll and ledger sheets, it is highly 
desirable that a historical record be 
kept for each employee which may be 
started at the time of his employment. 
This record should show the employee’s 
name and address, age, marital status, 
dates of previous employment subject 
to the act, by whom employed, rates of 
pay and other details.
Correspondence
i n c o m e  T a x  f o r m s
Editor, T h e  C e r t i f i e d  P u b li c  A c ­
c o u n t a n t
D e a r  S i r :
Certain objections have been raised 
to the Federal corporation income-tax- 
return blanks issued this year and I 
should like to offer the following com­
ment:
Upon discussing the matter with the 
supervisor of our typing department, I 
am informed that the forms cannot be 
filled in on the regular and standard 
size typewriters; that is, those with 12- 
inch, 14-inch and 18-inch carriages, and 
at the same time make the necessary 
carbon copies (the green duplicate 
for the collector’s office and a copy for 
the client). In fact, it would be impos­
sible to type just the original and the 
collector’s copy because there would be 
too much thickness of paper to permit 
the type to imprint through to all copies.
On the machines having 30-inch car­
riages, the returns can be typed handily 
because they can be opened and put in 
the machine as one instead of folded.
I do not see how the Federal govern­
ment can make the forms any smaller if 
it still would want to have all the infor­
mation and detailed schedules shown on 
the return as now called for. I do think 
that a lot of the information asked for 
is unnecessary, because such informa­
tion is not complete enough to permit 
a 100 per cent. audit of the return 
in Washington and because of the 
fact that in most cases field audits are 
made of the returns, except in instances 
where there are large losses and it can 
be very clearly seen from the returns 
that there could be no prospect of pick­
ing up enough additional income to
offset the losses and subject the tax­
payers to a tax liability.
What we have been doing is tearing 
the return apart and inserting in the 
typewriter each single sheet together 
with the necessary carbons and copies. 
By doing this we are of course able to 
have the returns typed on the other 
machines. We then file the sheets of the 
return, together with any schedules 
supplemental to those called for on the 
return, in a folder. This seems a much 
more satisfactory manner of handling 
the returns where there are schedules 
supplementary to those called for by 
the returns, because it makes a much 
more compact pamphlet and is easier to 
handle and refer to, instead of having 
typewritten schedules on commercial or 
legal size paper clipped to the form itself.
If the commissioner has no objection 
to this manner of filing returns, I do not 
believe there is any problem, because it 
is much easier to type them by separat­
ing them into three sections than to at­
tempt to handle the whole return in the 
typewriter. Not only is it much easier, 
but they can also be typed more quickly.
C . L . T u r n e r
COOPERATION WITH TRADE 
GROUPS
Editor, T h e  C e r t i f i e d  P u b l i c  Ac­
c o u n t a n t  
D e a r  S ir :
Cooperation between the certified 
public accountants and trade groups is 
a reality in Arizona, California, and 
Utah and the subject is being con­
sidered by the societies in Nevada, 
Hawaii, and the Philippine Islands.
Our committee of the California 
State Society of Certified Public Ac­
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countants on cooperation with trade 
groups has had splendid cooperation. 
Committee members and other mem­
bers of the society have generously and 
wholeheartedly given of their talents and 
time in the interest of the movement.
We circularized nearly 1,000 trade 
groups, telling them of our aims and 
purposes and requesting their coopera­
tion. As a result we have been invited 
to appear before numerous assemblies 
and address them on subjects of mutual 
interest.
The assemblies addressed included a 
wide variety of groups— bankers, dry 
goods, bar associations, automotive, 
service clubs, barbers, school principals, 
taxpayers associations, iron and steel, 
parent-teachers associations, breakfast 
clubs, insurance underwriters, high- 
school accountancy classes, and various 
other groups. By invitation a number of 
articles were published in some of the 
local monthly publications. In every 
case our audiences were deeply inter­
ested and manifested their appreciation 
of our efforts.
We created a lot of goodwill for and 
a better understanding of the certified 
public accountant. Some of those in 
our audiences for the first time realized 
that we were real human beings— no
horns, nothing mysterious, but just 
regular fellows trying to put over 
something that would create a better 
understanding and promote greater 
cooperation for the good of all.
It is true that we were careful in 
making our assignments. We tried to 
select the men who at the moment we 
thought would make the best impres­
sion, who could handle their subject in 
an interesting and dignified way, and 
who would consider the profession as a 
whole above any selfish interest.
We believe that we were reasonably 
successful and that our efforts have 
been appreciated by those contacted. 
There is a wonderful opportunity to 
create goodwill for all of us by the con­
tinuance of our program; and a splen­
did opportunity for us to learn the other 
fellow’s viewpoint. Close cooperation 
between trade groups and societies of 
certified public accountants will reveal 
many opportunities for constructive 
activity.
In this district we have established 
the ground work for future and more 
satisfactory accomplishments. We have 
an opportunity to do something worth 
while for ourselves and the public— a 
full measure of cooperation will do it.
J. C. T h o m so n
Announcements
C. Irving Dennett announces re­
moval of his offices to 712-13, Fabian 
building, 45 Church street, Paterson,
N .J . ____ _
Hall & Fisher, of Jacksonville, an­
nounce the admission of D. A. Smith to 
membership in the firm. The firm is now 
known as Hall, Fisher & Smith.
John F. Hartmann announces for­
mation, with William G. Aly, of the 
firm, John F. Hartmann & Company, 
433 Balter building, New Orleans.
F. Charles Hitchcock announces the 
removal of his office to 530 West Sixth 
street, Los Angeles.
Owen Stanley Thompson announces 
the opening of an office at 111 John 
street, New York.
John H. Verkouteren & Company 
announce the removal of their offices to 
the Woodward building, Washington.
F. E. Welch & Company, Providence, 
Rhode Island, announce the admission 
of Edmund Leo O’Brien to member­
ship in the firm.
Scovell, Wellington & Co. announce 
the removal of their New York offices 
to room 1615, 111 Broadway.
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Lecture and Study Groups
F E W  activities o f the In stitu te have m et w ith such instant success 
as the lecture and stu d y group which was organized in N e w  Y o rk  
in the fall o f 1935. T h e  group is designed to provide a forum wherein 
younger members o f the In stitu te  m ay participate in discussion o f  
problems arising in the course o f their practice. T h e  interest which  
the members o f the group have shown in its m eetings has dem on­
strated th at there existed a genuine need for such a forum.
T h e  plan followed is a simple one. A  com m ittee o f three, in co­
operation w ith  the staff o f the In stitu te, plans the program s, issues 
advance notices to those who have requested to be placed on the  
m ailing list, obtains speakers and directs all arrangements.
T h e  m eetings are held at a centrally located hotel and the dis­
cussion is preceded b y  a simple dinner. A fte r  dinner there are some­
times tw o or three very  brief talks b y  older men whose experience 
qualifies them  to speak w ith authority. T h e  m eeting is then thrown  
open for questions and answers. O ften , when the topic is a con­
troversial one, there is stim ulating argum ent in which m any par­
ticipate and all are absorbed. T h e  success o f the m eetings is due in 
large part to the fact th at th ey are small and informal.
T h e  N e w  Y o rk  group has held tw o m eetings this spring, one on 
A pril 28th and one on M a y  12th. Discussion at the first was based  
on the In stitu te ’s recent book, Accounting Questions and Answers, 
which contains m aterial taken from the files o f the In stitu te ’s bureau  
of inform ation. A t  the second m eeting a similar program was ar­
ranged and am ong the topics offered for discussion were the follow­
ing: valuation o f plant and property on sale or merger; depreciation; 
when is a current asset not a current asset?
Several state societies have formed lecture and stu d y groups for 
their younger members. T h e  plan is adaptable to an y com m unity  
where there can be formed a small group o f accountants who have  
a lively  interest in the problems o f their profession. A  society  
wishing to organize such a group need only write the secretary of 
the In stitu te for suggestions based on the experience o f the group  
now m eeting in N e w  Y o rk.
The New York C.P.A. Law—Past and Future
BY NORMAN E. WEBSTER
F OR the discussion of any subject it is desirable that the speaker and 
those who hear him have a mutual understanding of each other. Now 
I have only a very general knowledge of the Massachusetts C.P.A. law 
and it is possible that you may not be much more familiar with the 
C.P.A. law of New York. There are many differences in the laws of the 
several states. I shall not undertake to discuss all of these differences even 
generally. But I think it may be useful to give a little attention to one 
dissimilarity— that of the organizations by which the several state laws 
are administered.
Of the 51 states and territories, 32 have state boards of accountancy in 
which, as I understand, are reposed all powers in respect of the laws, sub­
ject only, perhaps, to some supervision by the governors or legislatures. 
In 16 other jurisdictions including Massachusetts the administrative 
organizations, though differently styled, appear to have similar powers, 
and this may be the case also in one other state where the power of certifi­
cation is lodged in the banking department. Only in Illinois and New 
York are powers and responsibilities separately placed. In New York 
certified public accountancy, like all other professions except law, is placed 
by statute with the Regents of the University of the State of New York 
— which as you know is not a school. The regents report upon all proposed 
legislation or themselves suggest it, formulate policy and promulgate 
rules. They act through the State Education Department which in turn 
utilizes the Council on Accountancy as to matters of policy, the grievance 
committee as to complaints, the Board of C.P.A. Examiners as to the 
qualifications of candidates, except that the department itself passes upon 
academic education.
Because of these divisions of authority and responsibility you will 
understand that I am speaking only for myself, though I believe that I 
shall voice the opinions of the board of examiners and hope that I shall 
not misstate the attitude of the department and regents.
The New York C.P.A. law approved April 17, 1896, was very short. 
The only statutory requirements for certification were that the applicant 
be a citizen or have declared his intention, reside or have a place for the 
regular transaction of business in the state, be over 21 years of age, be of 
good moral character, pay a fee, and submit to an examination as pre­
scribed by rules to be made by the regents. These rules required that 
an applicant have a high-school education or its equivalent, pay a
N o te .— Address before the Massachusetts Society of C.P.A’s. Mr. Webster is chairman of the 
N ew  York Board of Certified Public Accountant Examiners.
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fee of $25 and pass examinations in theory of accounts, practical account­
ing, auditing and commercial law. The rules were adopted October 
15, 1896, and the first examination was held on December 15 and 16, 
1896.
Four years later, in September, 1900, the first certified public account­
ant syllabus was issued, consisting of a preface, 4 pages; the law, 1 page; 
rules and calendar, 2 pages; outline of examinations in theory, 7 pages, in 
practical accounting 3½ pages, in auditing, 11 pages, and in commercial 
law, 15 pages; and a bibliography, 3 pages. This was reissued in 1903, 
revised and condensed to 12 pages in 1911, and rewritten and expanded 
to 30 pages in 1934.
With the passage of the years, experience requirements were intro­
duced, partly for general bookkeeping or accounting experience and partly 
for experience in public accounting, preferably with a certified public 
accountant. When I became a member of the board of examiners in 1930 
the experience requirement for examination was three years of general 
accounting experience, with an additional requirement for the certificate 
of two years with a certified public accountant or four years with a public 
accountant who was not certified. A t that time graduation from a regis­
tered school of accountancy was accepted in lieu of the three years of 
general accounting experience, but in 1934 this credit for accountancy 
education was reduced to two years and the applicant was required to 
have had at least one year of practical experience. It will be noted that 
while the accounting experience requirement has been raised from time 
to time during the forty-one years since the enactment of the New York  
C .P .A . law, there was no change in the requirement as to academic or 
technical education.
Furthermore there has not been any change in the subjects of the 
examinations, which in 1937 are the same as they were in 1896, namely, 
theory of accounts, practical accounting, auditing and commercial law. 
However, it is not alone in this respect, because while a few states and the 
American Institute of Accountants combine the first two subjects into 
one, and a few also have introduced some other subjects, economics, 
finance or municipal accounting, more of the states require examinations 
in the same four subjects with which New York began and to which it has 
clung ever since. O f these, commercial law, theory of accounts, the theory 
part of auditing, and a minor part of practical accounting are text-book 
subjects with which the candidate for examination may become familiar 
through school work or by private study. On the other hand an apprecia­
tion of the how and why of the application of this knowledge to the 
questions which he will meet in the examinations in practical accounting 
and in the applied or practical part of auditing, can usually be best ac­
quired in actual work in the office of a certified public accountant. In this 
respect there is much to be said for the British apprenticeship system,
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and I am inclined to the belief that we all might well consider their plan 
for preliminary and final examinations.
Perhaps this is an appropriate time for some comments upon the results 
of examinations. During many years the only candidates who received 
any credits upon examinations were those who passed in all four subjects 
and those who passed in three subjects and were allowed to repeat in the 
other subject until successful. A  few years ago upon the recommendation 
of the board of examiners this rule was changed so that a candidate who 
passed in practical accounting alone, or in any two subjects, was allowed 
permanent credit therefor. The candidates in New York, and I assume 
that the same is true elsewhere, are of two general groups, those who are 
fresh from their school work but have had only a year or so of practical 
experience, and those who have had a long experience but are long out of 
school or never studied accounting subjects in school. The first group do 
better in commercial law and theory of accounts; the second group show 
up better in practical accounting; and each group does well or poorly in 
auditing dependent upon whether the questions are upon auditing theory 
or auditing practice.
The partial or complete failures are a problem. Some of them stay with 
us for years. In the 82nd examination last October of those taking all four 
subjects, the successful candidates who were there for the first time were 
27.2 per cent. of all such new candidates, while of the repeaters there were 
only 8.2 per cent, successful. O f 1,400 candidates in that examination only 
360 were there for the first time, while of the repeaters 343 took all four 
subjects, 5 took three subjects having passed practical accounting, 261 
took two subjects and 431 took only one subject.
But the old order changeth. In 1929 the legislature added a provision—  
section 1498-a, as follows:
‘ ‘ Subsequent to January first, nineteen hundred and thirty-eight, every 
candidate for examination for a certificate as a certified public accountant 
shall present evidence that he has satisfactorily completed the course of 
study in a college or school of accountancy registered by the department 
as maintaining a satisfactory standard. . . . ”
That will be a long step. Perhaps in 1929 when it was nine years off it 
did not seem so long. But as the time has drawn nearer it has loomed so 
large, at least to me, that the loss of 24 hours by a vessel crossing the 
international date line in the Pacific seems as nothing compared with 
this loss of four years at the turn of the year between 1937 and 1938. T o  
prepare for it, our board of examiners and the department had to imagine 
themselves at the stroke of twelve on the night of December 31, 1937, 
first looking back and then forward.
Looking back it seemed equitable that every candidate who was quali­
fied at the close of business on that day should have the opportunity for 
examination on the old basis. And that was provided for, by a rule that
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“ an applicant who has not completed the required three years’ experience 
prior to the last examination in 1937, may be admitted conditionally to 
that examination, but will be required to submit evidence that he com­
pleted such experience not later than December 31, 1937.” Also the situa­
tion was provided for in that “ every applicant who has been admitted 
to the examination but has failed to pass all of the subjects thereof prior 
to January 1, 1938, shall be permitted to enter the examination on the 
same basis up to January 1 ,  1941. In case he fails to pass all of the subjects 
of the examination prior to January 1, 1941, he must meet the require­
ment effective January 1, 1938.”
And now looking forward to 1938 and the future I m ay not say as much 
as you have expected for I am an auditor accustomed to write reports of 
the facts of the past, but not a promoter experienced in the writing of 
forecasts of the future. Even so, some things as yet in the future seem to 
be reasonably certain.
During the three years 1938, 1939 and 1940 we in New York will have 
a decreasing number of possible candidates for the C .P .A . certificate who 
are not college-trained men. Some of those who already have qualified for 
our examination or may do so before our 84th examination next October 
may not live to complete their qualifications for the certificate, some I 
fear m ay grow discouraged and quit trying; but some, and I hope it may  
be many, will realize that the three years after this are their years of 
grace, and recognizing that, will set themselves to the job as never before 
and will attain success.
And from January 1, 1941, only men and women who have satisfac­
torily completed a day course of 4 years or an evening course of 6 years 
will be admitted to the examinations in New York. Imagination suggests 
many new situations which may result from these changed conditions.
Examinations may in time be changed and divided into a preliminary 
examination to which any candidate may be admitted immediately after 
he has completed his required college education; and a final examination 
to which only those may be admitted who have passed the preliminary 
examination and also have had some stated term and variety of experi­
ence in the employ of certified public accountants in public practice. 
Perhaps also collateral subjects, economics, accountancy history, ethics, 
arbitration, etc., may be introduced as subjects for examination.
Candidates for examination m ay perhaps have been subjected to a 
process of selection which may improve the average quality of those who 
are admitted to the tests. B y this I do not mean any arbitrary decisions 
that one applicant shall be admitted while another is excluded, although 
even now some states have tests of character and fitness which are applied 
before examination. W hat I do mean is that there will develop a selective 
process in the schools where students who have made a mistake in choos­
ing a profession for which they are not fitted may be so informed by their
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teachers, and even earlier, a selective process may develop in the prospec­
tive students themselves because of the serious thought which each will 
give to the matter before he embarks upon 4 or 6 years of educational 
preparation. Some of those who under past conditions have taken a flyer 
at the examination, probably would have been deterred therefrom if the 
new requirements had then been in force. While I anticipate that the 
number of applicants for examination may be decreased not only rela­
tively but absolutely, I am of the opinion that the number of those re­
ceiving the certificate will be increased.
Practising certified public accountants who will be seeking inexperi­
enced assistants for employment on their staffs will have a considerable 
number, probably an increasing number, of college-trained men who wish 
such employment. That this will meet a present demand is indicated by  
the results of recent inquiries. These have not yet been made public but 
I have been permitted to see them, and it was very interesting to note that 
generally a large proportion of employers are now adding to their staffs 
by selecting men with education rather than those with experience.
A  generation from now the certified public accountants in New York  
will practically all be college graduates. And this may be true to a slightly 
less degree throughout the country. Already some other states have con­
sidered legislation similar to that enacted in New York in 1929. Almost 
surely the movement will spread. The present educational background for 
the professions of law and medicine did not always obtain. On the other 
hand those professions have slowly but surely advanced their require­
ments as to the general education foundation upon which the structure 
of the technical preparation should be erected.
Above 60 collegiate courses throughout the United States have been 
registered by the New York State Education Department. I believe that 
in some of these the quantity of accounting subjects has not been greatly 
increased over that which the same schools had previously given in their 
specialized accountancy courses. The present changes, as I understand 
them, are not the introduction of additional technical studies, but the 
addition of about two years of general education to that which the candi­
dates received in high school. Better English should be a result along with 
a greater ability— as Henry Van D yke expressed it— “ to think without 
confusion, clearly.”
That is the hope of the future. In 1820 Sir Walter Scott wrote of the 
line of an accountant as highly respectable. A  century later it was recog­
nized by law in all our states. The present trend gives promise that the 
day is not far distant when certified public accountancy will be recognized 
as one of the learned professions.
American Institute of Accountants
Examinations
The regular spring examinations of 
the American Institute of Accountants 
were held on May 13th and 14th in 37 
of the 42 states and territories which 
participate in the Institute’s plan of 
cooperation. The percentage of passes 
and failures in the states for which 
papers are given preliminary gradings 
by the Institute’s examiners will be 
published in a subsequent issue of the 
bulletin.
Cooperation with Bar
Representatives of the Institute, 
consisting of the chairman of the special 
committee on cooperation with bar 
association, four members of the ex­
ecutive committee and the secretary, 
met at Washington with the American 
Bar Association’s committee on un­
authorized practice of the law on May 
3rd to discuss problems of mutual 
interest.
Bankruptcy
Theophilus Schuyler, chairman of 
the special committee on bankruptcy, 
and the secretary of the Institute met 
with Brace Bennitt, secretary of the 
National Bankruptcy Conference on 
April 27th to discuss possible fields of 
cooperation between the two bodies. 
The Bankruptcy Conference has drafted 
numerous amendments to the bank­
ruptcy act and has suggested changes 
in section 77B, which are incorporated 
in a bill recently introduced by Con­
gressman Chandler.
Scholarship Awards
Thomas P. Morgan, of Alhambra, 
California, and Philip Field, of Berke­
ley, California, have been advised by 
the Institute that they obtained, re­
spectively, highest and second-highest 
grades among all the candidates sitting 
for the examinations of the American 
Institute of Accountants at the No­
vember, 1936, sessions and were, there­
fore, winners of the Elijah Watt Sells 
scholarship awards.
The awards are in the form of gold 
and silver medals. Both Mr. Morgan 
and Mr. Field have accepted the In­
stitute’s invitation to attend the annual 
meeting of the Institute at New York 
next October and receive the medals in 
person.
The Elijah Watt Sells scholarship 
awards are supported by a fund main­
tained by the Institute in honor of the 
late Elijah Watt Sells.
Election of Members
One hundred and one applicants for 
admission to the Institute whose elec­
tion was recommended by the board of 
examiners and approved by the coun­
cil at its meeting on April 12th have, 
in the absence of protest, been declared 
elected by the president.
A dm itted  a s  M em bers
Robert Leon Aiken, Portland, Oregon 
Robert R. Allentharp, Indianapolis 
Allan Baker, Boston 
Percy Henry Bennett, Manchester, 
N .H .
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Frank P. Braverman, Philadelphia 
Edward William Breitung, New York 
Nathan Robert Caine, New York 
Anthony Chianese, Trenton 
William Hartford Chipps, New York 
Edwin Neil Crosier, Pittsburgh 
Thomas John Cusack, Jr., Kansas City, 
Mo.
Donald Arthur Davenport, Denver 
Kenneth Isaac Davis, Chicago 
R. Everett Davis, Los Angeles 
Abram L. Diamond, Philadelphia 
Charles Jackson Drake, Philadelphia 
Ernest J. Du Bois, New York 
T. Rutherford Edwards, Boston 
Joseph Eisner, New York 
Paul Harden Elsdon, New York 
Rupert G. Fain, Rochester 
David Milton Fillman, Philadelphia 
Willard R. Ginder, Philadelphia 
Raymond Joseph Glynn, Chicago 
Paul K. Gotwald, Philadelphia 
John Donald Hereford, Jr., New York 
Stanley A. Hittner, Cincinnati 
William Jacobs, New York 
Benjamin Escott James, Jacksonville 
Arthur W. Johnson, Durham, N. H. 
John Otis Johnson, Chicago 
Emil John Kastner, Indianapolis 
James Francis Kenney, New York 
Roland Henry Kolman, St. Louis 
Eugene W. Kortjohn, New York 
Edward Quirenus Kruchten, Chicago 
Samuel James Lasser, Jamestown, 
N. Y.
Joseph A. Levy, New York 
Forrest B. Long, Philadelphia 
Herman Lubin, New York 
Morris Brooks Manwaring, San Juan, 
P. R.
Terrell Benjamin Maxfield, Ithaca, 
N. Y .
Thomas J. McCarthy, New York 
Nathan Milgroom, Boston 
William Henry Moeller, Cincinnati 
Thomas Francis Mowle, New York 
William Joe Nichols, Los Angeles 
Ross Lawrence Perkins, San Francisco 
Theodore Pincus, New York 
Morris Pomerantz, Newark 
Percy Lionel Procter, Newark 
Joseph Recht, New York 
William Robert Reid, New York
Albert Lee Roderick, Chicago 
Roy W. Stollstorf, Chicago 
Harry E. Taylor, New York
E. Herbert Tinney, Philadelphia 
Robert Morton Tracy, Baltimore 
Arthur H. Wieda, Paterson 
John Addison Willett 3rd, Norfolk 
James Henry Willis, Columbus, Ga. 
Glen S. Worden, Des Moines 
Thomas P. ZumBrunnen, Sr., Salis­
bury, N. C.
A dm itted  as  A sso ciates
Elvis W. Benton, Chicago 
Daniel Joseph Connelly, Boston 
Joseph Michael Cunningham, New 
York
Robert Nutter Dennis, Louisville 
Malcolm M. Devore, San Francisco 
Harry N. Dixon, New York 
James Joseph Dougherty, Philadelphia 
W. J. J. Fleig, Columbus, Ohio 
Edwin Carl Fors, Washington, D. C. 
Walter Henry Frank, New Orleans 
Gilbert Frey, San Francisco 
Charles Friedman, New York 
P. M. Gahagan, Milwaukee 
Raymond Louis Gerdes, Chicago 
Wayne Fulton Gibbs, Williamsburg, 
Va.
John Wesley Hamilton, San Francisco 
John Edward Heidgen, Cleveland 
Carl Heller, New York 
Raymond Burch Hindle, New York 
Bernard H. Hirsberg, Clarksdale, Miss. 
Joseph Aubrey Hunter, Louisville 
Robert Somerville Kelling, Chicago 
Harold Spencer King, New York 
Clarence A. Martin, Tulsa 
Earl Alson McAllister, Alameda, Calif. 
Johnson McRee, Roanoke, Va.
Mary E. Murphy, Iowa City 
Harold Emanuel Nelson, St. Paul 
George B. Peabody, Seattle 
John Lewis Peper, New York 
Lester Donald Rawn, Duluth 
William E. Russell, Chicago 
Milburn M. Sartin, Chicago 
Philip F. Stein, Chicago 
Walter E. Streng, New York 
John William Wardrop, Jr., New York 
Sydney W. Warner, Detroit 
Frank Herbert Wills, Scranton
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Institute Offers to M em bers a 
$500  Prize
A prize of $500 will be awarded in 
the course of the 50th anniversary cele­
bration next October for the best essay 
submitted by a member or associate of 
the Institute on the following subject: 
“ To what extent can the practice of 
accounting be reduced to rules and 
standards?”
The prize is being contributed by a 
member of the Institute, and a special 
committee has been appointed to make 
rules for the contest and to judge the 
papers submitted.
If no paper is submitted which is 
considered worthy of the prize, the 
contribution will be transferred to the 
Institute’s Benevolent Fund. If the 
prize is awarded, however, the winning 
paper will be read during the proceed­
ings of the 50th anniversary celebration.
All members and associates of the 
Institute are eligible for the contest but 
no others may compete.
All manuscripts must be placed in 
the mails, addressed to the offices of the 
American Institute of Accountants, 
before midnight on August 31st.
The length of each essay submitted 
is limited to 5,000 words.
The committee empowered to form 
all rules for the contest and to judge 
the merits of the papers submitted is 
composed of the following:
Rodney F. Starkey, chairman, New
York
A. Karl Fischer, Pennsylvania 
Howard L. Guyett, New York 
James J. Hastings, New Jersey 
J. William Hope, Connecticut 
Harold B. Simpson, New York
C. Oliver Wellington, New York
Those who intend to enter the con­
test are requested to notify the secre­
tary of the Institute as soon as possible 
in order that the committee may esti­
mate the probable number of contest­
ants and make necessary arrangements 
for proper review of the manuscripts 
which will be submitted.
Nominations
Nearly 800 members of the Institute 
in eight states are being asked to sug­
gest members for nomination for mem­
bership of council of the Institute for 
terms beginning in the fiscal year 
1937-38. The names of those nomi­
nated will be announced prior to the 
annual meeting and will be presented 
to the members of the Institute when 
the time comes for election of council 
members at the annual meeting, to be 
held at New York in the week of Oc­
tober 18th.
Selection of eight states entitled to 
representation on the council next year 
was made at a meeting of the com­
mittee on nominations at New York, 
April 13th, at which six of the seven 
members of the committee were present. 
The states selected are as follows:
Colorado 
Connecticut 
Illinois 
Indiana 
Maryland 
Minnesota 
Michigan 
Tennessee 
This procedure is being followed for 
only the second time in the history of 
the Institute, in accordance with a 
plan adopted as an amendment to the 
by-laws in February, 1936. Following 
is the circular letter sent by the com­
mittee on nominations to members in 
the states named above under date of 
April 26th:
To M em bers o f  t h e  A m erican  
I n s t it u t e  o f  A c c o u n ta n ts:  
G e n tle m e n :
Under an amendment to article XI, 
section 1 (a) of the by-laws of the
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American Institute of Accountants 
effective February 10, 1936, the com­
mittee on nominations is required to 
send to members of the Institute, in 
states from which, in the opinion of the 
committee, members of council should 
be elected, a questionnaire requesting 
the names of members resident in the 
state concerned who are regarded as 
desirable candidates for election to the 
council.
This letter and the attached ques­
tionnaire are submitted in accordance 
with that provision, and it is requested 
that you respond within thirty days.
After a careful study of the existing 
personnel of council, your committee on 
nominations has concluded that the 
following states appear to be entitled to 
representation on the council:
For term of five years:
Colorado— one member of council 
Connecticut— one member of council 
Illinois— one member of council 
Indiana— one member of council 
Maryland— one member of council 
Minnesota— one member of council 
Tennessee— one member of council
For term of three years:
Michigan— one member of council
The provisions of the by-laws, to­
gether with certain precedents which 
have been enforced through the years, 
determine to some extent who may be 
elected to the council:
(a) Of the 35 elected members of
council there shall be not more 
than six from any one state.
(b) A member proposed for election
to council must be in public 
accounting practice at the time 
of nomination.
(c) It has always been regarded as
desirable that there should be 
not more than two members of 
council from any one firm.
(d) It has also been regarded as de­
sirable that no member of 
council who has served a full 
term should be re-elected to 
succeed himself for another 
full term.
For your convenience we enclose 
herewith a list of the present member­
ship of council, and a chart showing the 
extent to which the several states have 
been represented since formation of the 
Institute.
We trust that you will give careful 
consideration to this matter and will 
return your suggestions as soon as con­
venient. I f  the attached questionnaire 
does not permit full expression of your 
views, the committee would be glad to 
receive a letter.
Yours truly,
C o m m ittee  on  N om ination s
John F. Forbes, California 
Will-A. Clader, Pennsylvania 
W. L. Clark, Oklahoma 
Clem W. Collins, Colorado 
Julius E. Flink, New Jersey 
Harry M. Jay, Tennessee 
Richard D. Seamans, Massachusetts
The statistical data and list of coun­
cil members accompanying the letter 
are reproduced on pages 11 and 12 of 
this bulletin. The questionnaire which 
the members were asked to return is as 
follows:
To Com m ittee on N om ination s  
A m erican I n s t it u t e  o f  A c c o u n ta n ts  
135 C e d a r  S t r e e t ,  N e w  Y o r k , N . Y .
Gentlemen:
I propose the following member (or 
members) of the Institute resident in 
my state for nomination for member­
ship of council:
My reasons for this suggestion are as 
follows:
Yours truly, 
Signed. . .  
D ate................. State. .
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P e r c e n t a g e  o f  M e m b e r s  a n d  C o u n c i l  M e m b e r s  t o  T o t a l s
1917-1936 A v e r a g e  ( 19 3 7 )
P e r  C e n t  or T otal P e r  C e n t  o f  T o t a l
T er r ito r y  In  D istrict In  U nited States In  D istrict In  U nited States
New England States: M em bers Council M em bers Council M embers Council M em bers Council
M ain e.............................. 2.08 —  .18  —  3 .3 2  —  .26 —
N ew  H am pshire..........  .98 —  .09 —  3.3 2 —  .26 —
V erm ont.........................  .43 —  .04 —  1.00  —  .08 —
M assachusetts..............  76.03 7 3 . 59 6 .6 7  6 .5 7  70 .76 7 5 .00 5 .63 7 .7 1
C onnecticut................... 10 .71 12 .46 .94 1 . 11 14.62 25.00 1 .1 6  2 .56
Rhode Island ................  9 .7 7  13.95 .85 1.2 5  6.98 —  . 5 5  —
100.00 100.00 8 .77  8.93 100.00 100.00 7 . 9 4  10 .2 7
Middle Atlantic States:
N ew  Y o r k ...................... 70.28 50 .14  3 2.10  18.81 64.0 7 50.00 26.30 20.50
N ew  Jersey .................... 4.68 14 .12  2 .14  5.30 5 .22 12.50 2 .14  5 .15
Pennsylvania................  17.0 5 17 .8 7 7 . 7 9  6 .70  17 .2 6  25.00 7.0 8  10.25
D elaw are........................  .42 2.26 .19  .85 .58 —  .24 —
M aryla n d .......................  3 .75  7 .8 4  1 .7 1  2.94 3 .35 —  1 .3 7  —
V irgin ia........................... 2.04 5.93 .93 2.23 2.83 6.25 1 .1 6  2 .56
W est V irgin ia...............  .41 —  .19  —  1 .4 1  —  .58 —
D istrict of C o lu m b ia .. 1 .3 7  1.8 4  .63 .69 5.28  6.25 2 .1 7  2 .56
100.00 100.00 4 5 . 68 37.52 1 0 0 .00 100.00 41.0 4  41.0 2
Southern States:
N orth C arolin a............. 5 .2 6  —  .4 7 —  6 .4 7  —  .82 —
South C arolin a.............  1.23  —  .1 1  —  2.09 —  .26 —
G eorgia...........................  1 2 .1 7  10 .17  1.08  1.40  9 .8 1 20.00 1 .2 4  2 .56
Flo rid a............................  8.35 16 .12  .74 2.23 8.35 20.00 1.0 6  2 .56
A la b a m a.........................  3 .86 4.03 .34 .56 4 .1 7  —  .53 —
M ississippi.....................  1 .8 6  8.06 .1 7  1 .1 1  3 .13  —  .40 —
L ouisiana.......................  1 4 .99 14 .2 1 1.3 3  1.9 6  11 .9 0  20.00 1 .5 1  2 .56
T e x a s ............................... 24.54 22.08 2 .1 9  3 .04 24.43 20.00 3.09 2 .56
O klahom a......................  6 .45 2 .1 1  .57  .29 13 .16  20.00 1 .6 7  2 .56
A rkan sas ........................  6.30 7 .10  .56 .98 4 .5 9  —  .58 —
Tennessee....................... 14.99 16 .12  1 .3 4  2.23 11 .9 0  —  1.4 9  —
100.00 100.00 8.90 13.801 0 0 .00 100.00 12.65 12.80
Central States:
O h io.................................  21 .1 0  18 .59 3 .8 7  3.63 19.43 16 .6 7  3.60  2 .56
M ich igan ........................  10.49 7 .1 9  1.9 2  1 . 40 16.43 16 .67 3 . 0 4  2 . 56
Illinois.............................  59.98 59.97 10.99 11 .7 2  5 3 . 14  66.66 9.83 10.25
Indiana...........................  3 .9 1 5.02 .72 .98 6.43 —  1 . 18 —
K e n tu c k y ....................... 4 .52  9.23 .83 1.80  4 .5 7  —  .85 —
100.00 100.0 0 18.33 19.53 100.00 100.00 18.50 15 .3 7
West Central States:
M innesota...................... 22.21 29.67 1 .5 2  2.65 17.80 —  1.3 2  —
Io w a ................................. 9 .8 7  17 .2 1 .67 1 .5 4  8.54 —  .64 —
M issouri.........................  47.48 43.63 3 .2 4  3.8 9 40.92 7 5 .00 3.04 7 .7 1
N orth  D a k o ta ..............  .7 1  —  .05 —  1 .0 6  —  .08 —
South D a k o ta ............... —  —  —  —  .36 —  .02 —
N eb ra ska.......................  4.63 6.23 .32 .56 5 .6 9  —  .42 —
K a n sa s............................  2 .56  —  .18  —  4.63 —  .34 —
W isconsin....................... 12 . 54 3 . 26 .86 .29 21.0 0  25.00 1 .5 6  2 .56
100.00 100.00 6.84 8.931 0 0 .0 0 1 0 0 .00 7 . 4 2  10 .27
Mountain States:
M on ta n a........................  24 .10  —  .58 —  14.68 —  .42 —
W yo m in g.......................  .44 —  .01 —  1.8 4  —  .05 —
C olorado......................... 4 2 .18  72.63 1 .0 2  1.83 28.44 —  . 82 —
Id ah o ............................... —  —  —  —  6.4 2  —  .19  —
U ta h ................................  19 . 79 27 .3 7 .4 7  .69 18.35 100.00 .53 2 .56
N ew  M ex ico .................. 1 .4 4  —  .03 —  7.33  —  .2 1 —
A rizona...........................  12.05 —  .29 —  22.94 —  .66 —
100.00 100.00 2.40 2 .52  100.001 0 0 . 0 0 2.88 2 .56
Pacific Coast States:
W ashington...................  16 .52  30.21 1 .5 0  2.65 1 5 . 4 7  3 3 . 33  1 . 48 2 .56
Oregon............................  13.86 12 .69 1 .2 6  1 . 11 7 . 7 4  —  . 7 4  —
N eva d a...........................  .04 —  —  —  . 5 5  —  .05 —
C alifornia....................... 69.58 5 7.10  6.32 5 .0 1 76 .24 66.67 7 . 30 5 .15
100.00 100.00 9.08 8 .77  100.00 100.00 9 .57 7 . 71 
T o ta l....................... 100.00 100.00 100.00 100.00
Note.— Members resident in foreign countries and associates have been excluded from the computation. Council members 
include the four elected officers, thus making a total of thirty-nine, but exclude past presidents.
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O ffic e r s  and M em bers o f  C o u n c il as o f  A p r il  26, 1937
President
Vice-presidents
Treasurer
Name
Robert H. Montgomery 
Charles F. Rittenhouse 
Edwin H. Wagner 
Arthur W . Teele
State Firm Affiliation
N ew  York Lybrand, Ross Bros. &  Montgomery
Massachusetts Charles F. Rittenhouse &  Co.
Missouri Touche, N iven & Co.
N ew  York Patterson, Teele &  Dennis
J. Chester Crandell 
Norman L. M cLaren  
Hugh A . Sinclair 
William J. Taylor  
George M . Thompson  
T . D w ight Williams 
Richard S. W yler
Terms Expire October, 1941
Scovell, Wellington & Co.Massachusetts
California
Wisconsin
Ohio
California
Oklahoma
Missouri
McLaren, Goode & Co.
Peat, M arwick, M itchell & Co. 
Brubaker, Fisher & Taylor  
George M . Thompson  
T . D w ight Williams 
Richard S. W yler & Co.
Terms Expire October, 1940
Arthur H. Carter 
P . W . R . Glover 
J. E. Hutchinson, Jr. 
W ayne Kendrick  
Maurice E  Peloubet 
C . Oliver Wellington  
(One vacancy)
N ew  York Haskins & Sells
N ew  York Barrow, Wade, Guthrie &  Co.
Texas Hutchinson & Hutchinson
D . C . W ayne Kendrick &  Co.
N ew  Jersey Pogson, Peloubet & Co.
N ew  York Scovell, Wellington &  Co.
Terms Expire October, 1939
F . B. Andrews 
M . H . Barnes 
Lincoln G . K elly  
W alter M ucklow  
I. Graham Pattinson  
T . Edward Ross 
Archie M . Smith
Illinois F. B. Andrews &  Co.
Georgia M . H . Barnes & Co.
U tah Lincoln G . K elly & Co.
Florida Milner & M ucklow
N ew  Y ork Price, Waterhouse & Co.
Pennsylvania Lybrand, Ross Bros. &  M ontgom ery
Louisiana Archie M . Smith
Terms Expire October, 1938
Lewis Ashman  
W ill-A. Clader 
Paul K . K night 
Eustace LeM aster 
Philip N . M iller 
Adrian F. Sanderbeck 
W . R . Tolleth
Illinois Ashman, R eedy &  Currier
Pennsylvania W ill-A. Clader
N ew  Y ork Arthur Andersen & Co.
Washington LeM aster, Cannon &  Daniels
N ew  Y ork Miller, Donaldson & Co.
Pennsylvania Bachrach, Sanderbeck & Co.
Virginia W . R . Tolleth
Robert O. Berger 
Charles F. Coates 
Stanley G . H . Fitch  
William C . Heaton  
E . G . H . Kessler 
John K . Mathieson  
James P. M cGregor
Terms Expire October, 1937
Illinois Price, Waterhouse & Co.
Connecticut Hadfield, Rothwell, Soule & Coates
M assachusetts Patterson, Teele & Dennis
N ew  Jersey W . C . Heaton & Co.
Missouri Kessler, Cartall &  Co.
Pennsylvania Mathieson, Aitken & Co.
Illinois Arthur Young & Co.
Life Members of Council (Ex-Officio)
Name State
Charles B. Couchman N ew  York
W . Sanders Davies N ew  York
John F. Forbes California
Frederick H . Hurdman N ew  York
Carl H . N au Ohio
John B . N iven N ew  York
William H . W est N ew  York
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John Flint
John Flint, a member of the firm of 
West, Flint & Co. and charter member 
of the Institute, died at his home in 
Rowayton, Connecticut, on April 9th, 
at the age of 74.
Mr. Flint came to New York in 1897 
from England. He had been a public 
accountant in New York for more than 
30 years. For several years prior to 
1910 he was a member of the staff of 
Haskins & Sells, and on January 1st of 
that year he and his associate, William
H. West, formed the present firm of 
West, Flint & Co.
Mr. Flint was a member of the so­
cieties of certified public accountants of 
the states of New York and New 
Jersey. He had served on the Institute’s 
committees on terminology and nomi­
nations. He was chairman of the com­
mittee on budget and finance in the 
year 1933-1934.
Joseph Gill
Joseph Gill, of New York, a member 
of the Institute since 1918, died on 
January 9th, after a brief illness. He 
was 61 years of age. Mr. Gill was born 
in England and received his education 
there. Since 1911 he has held various 
positions in accounting, and at the time 
of his death was practising under his own 
name. He was a certified public account­
ant of New Hampshire and of New York.
W. J. Palethorpe
W. J. Palethorpe, of Los Angeles, 
died October 24, 1936, the Institute 
learned recently. He had been a mem­
ber of the Institute since 1913, and was 
a certified public accountant of Cali­
fornia, Arizona and Texas. At the time 
of his death, Mr. Palethorpe was a 
partner in the firm of Palethorpe, 
Haines & Co., of Los Angeles.
Institute’s Representatives Visit 
State Societies
As this bulletin goes to press Edwin
H. Wagner, of St. Louis, vice-president 
of the Institute, and John L. Carey, 
secretary, are making extensive tours 
of the western and middle western 
states, visiting groups of certified pub­
lic accountants. George P. Ellis, of 
Chicago, chairman of the Institute’s 
committee on governmental account­
ing and member of the National 
Committee on Municipal Accounting, 
also is traveling through the West, ad­
dressing certified public accountants, 
under the auspices of the national 
committee.
Mr. Wagner’s itinerary called for 
visits at Detroit on April 29th, Mil­
waukee on May 3rd and Minneapolis 
on May 4th.
Mr. Carey planned to visit in the 
following cities:
May 10— St. Louis
11— Kansas City
12— Tulsa
14— Albuquerque
17— Los Angeles
18— Phoenix
21— San Francisco
23— Portland
25 and 26— Seattle
27— Spokane
28— Boise
29— Salt Lake City
31— Cheyenne
June 1— Denver
Mr. Ellis’ itinerary was planned as 
follows:
May 4— Minneapolis
12— Boise
14— Seattle
15— Portland
17— San Francisco
18— Los Angeles
22— Salt Lake City
24— Casper
25— Denver
The Certified Public Accountant
Meeting of Council of the Institute
IN the pages following there are presented summaries of a number 
of reports of particular interest which 
were presented to the council of the 
Institute at its meeting at New York 
on April 12th.
Fiftieth Anniversary 
Celebration
The council received a recital of 
plans for the next annual meeting of 
the Institute, at which the fiftieth 
anniversary of the organization will be 
celebrated. The meeting, as has been 
announced, will be held at the Waldorf- 
Astoria hotel, New York, October
18-22, 1937. P. W. R. Glover, of New 
York, chairman of the special com­
mittee on fiftieth anniversary, said:
“ Nine subcommittee chairmen have 
been appointed to undertake specific 
tasks and the executive committee has 
been enlarged to a membership of 
thirteen.
“ Plans for a business-machine ex­
hibit under the auspices of the Insti­
tute, to be held in conjunction with the 
celebration, have been made and a 
business show director has been re­
tained. The New York State Society 
has cooperated with the Institute’s 
committee in making the arrangements 
and will probably be host to the Insti­
tute at a cocktail party and reception 
on Monday, October 18th.
“ Technical and round-table sessions 
will be held on Tuesday, Wednesday 
and Thursday and particular care is 
being taken to select subjects of ex­
traordinary interest and to obtain dis­
cussion leaders who are outstanding 
authorities in their respective fields.
“ Messrs. Raymond Moley and Nor­
man E. Webster have accepted invita­
tions to deliver addresses. General ses­
sions of the Institute are planned for 
Tuesday and Thursday, while the busi­
ness meeting will be adjourned to 
Friday, October 22nd, so that the first 
four days may be largely given over to 
celebration activities.
“ The usual meetings of accountancy 
examiners and the Advisory Council of 
State Society Presidents will take on 
added interest because of the large 
attendance expected.
“ A souvenir book containing old 
photographs, a history of the Institute, 
reprints of addresses on the history of 
accountancy in this country and other 
appropriate material is being planned 
for distribution free of charge to each 
member and guest in attendance.
“ Elaborate plans are being made for 
the entertainment of all those attending 
the celebration. An informal dinner 
dance will be given on Tuesday evening 
and a banquet, at which outstanding 
representatives of business and govern­
ment will speak, is being arranged for 
Thursday evening. Wednesday evening 
has been left free so that those from 
out of town may avail themselves of 
the many entertainment facilities in 
New York City. Golf and tennis tourna­
ments have been scheduled for Wednes­
day.
“ Registration fees have been fixed at 
the price of $15 for men and $10 for 
women so as to encourage a large at­
tendance.
“ Public-relations counsel has been 
retained on a part-time basis to secure 
adequate publicity for the fiftieth anni­
versary.
“ Invitations are being addressed to 
a large number of foreign accountants 
who are serving as officers of accounting 
societies or have previously taken active 
part in the several international con­
gresses on accountancy. Replies from a 
preliminary invitation sent last sum­
mer indicate a large representation 
from foreign societies.”
14
The Certified Public Accountant 1 5
Governmental Accounting
The work of the special committee 
on governmental accounting was in­
formally described to the council by 
George P. Ellis, of Chicago, chairman.
Mr. Ellis told how the committee 
had recently addressed a letter to all 
state society presidents requesting co­
operation in disseminating publications 
of the National Committee on Munici­
pal Accounting and asking them to 
arrange for meetings on municipal and 
governmental accounting. He con­
tinued:
“ We were privileged also, through 
the National Committee on Municipal 
Accounting, to offer to furnish speakers 
to these various state groups. The re­
sponse already has been very gratify­
ing. Many of the state societies have 
indicated their willingness to put on 
such meetings and to cooperate with 
the committee in its work. We have 
already arranged to provide speakers 
for some ten or twelve state society 
meetings within the next five or six 
weeks, so that our committee, we think, 
is going to be active. We hope to have 
every state society take some part in 
the study of this important subject 
throughout the coming months.”
Publication Activities
Several important innovations and 
plans for improvement in the publica­
tions of the American Institute Pub­
lishing Company were reported to 
council by the Institute’s committee 
on publication.
C. O. Wellington, of New York, 
chairman of the committee, told how 
the committee had caused the dispatch 
of a questionnaire to all present sub­
scribers of The Journal of Accountancy 
inviting suggestions for improvement 
in The Journal and specifically request­
ing an indication of what portions of 
the magazine are read with particular
interest. The replies to the question­
naire, he said, may indicate steps which 
can be taken to bring the publication 
more nearly into conformity with the 
wishes of its readers.
“ As has been announced, since Janu­
ary 1, 1937, the Institute’s publications 
have been edited by the staff under the 
direction of the committee on publica­
tion. The policy has been established 
that nothing shall be printed in The 
Journal without first having been re­
viewed by one or more members of 
the committee. The committee meets 
monthly and discusses possible subjects 
for articles and editorials. An effort has 
been made, with some success, to secure 
articles written to order on subjects of 
current interest, rather than depending 
on unsolicited contributions. There has 
been an attempt to obtain short articles 
dealing with specific points of interest, 
rather than longer papers which at­
tempt to cover an entire subject, often 
including much that is elementary to 
readers of The Journal. Articles on 
topics of broad interest written by per­
sons outside the accountancy profession 
are also being obtained.
“ There have been several additions 
to the regular departments of The 
Journal. The department of ‘ Legal 
Notes’ has been resumed, and will re­
port court decisions of interest to the 
profession. The department, ‘ Notes of 
the Month,’ initiated in the February, 
1937, issue has been well received. It 
serves to keep readers informed of cur­
rent events of direct or indirect im­
portance to the accountant. Tentative 
arrangements have been made for a 
department devoted to discussion of 
interesting accounting points discerned 
in the published reports of corporations, 
together with comments on other ac­
counting questions raised, say, in
S.E.C. proceedings or proceedings of 
the Federal Trade Commission under 
the Robinson-Patman act.
“ As of January, 1937, the American 
Institute Publishing Company under­
took publication of T h e  C e r t if ie d
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P u b lic  A c c o u n ta n t, formerly pro­
duced by the American Society of  
Certified Public Accountants, pursuant 
to the terms o f merger o f the two or­
ganizations. T h e  C e r t if ie d  P u b lic  
A c c o u n ta n t  replaced the former Bulle­
tin o f the Institute and is devoted  
chiefly to association news, personal 
items and non-technical information of  
interest to accountants.
“ Three new books have been pub­
lished by the Institute’s publishing 
company this year. They are:
Lumber Accounts— By Walter Mucklow 
Financial Audits— By D. L. Trouant 
Audit Working Papers— By Maurice E.
Peloubet”
Education for Accountancy
In his report to council Roy B. 
Kester, of New York, chairman of the 
Institute’s committee on education, 
gave a broad survey of the work of this 
committee over a period of years and, 
expressing the opinion that the Insti­
tute should take a progressive attitude 
in dealing with the problem of educa­
tion, suggested a program for the fu­
ture. He said, in part, the following:
“ The committee has in mind sub­
mitting to you about the same report 
which it submitted last year, with some 
amendments, and probably covering 
also some of the things which the ex­
ecutive committee suggested would be 
worth while for the committee on edu­
cation to undertake.
“ Briefly, our report last year at­
tempted to express, in terms which the 
schools might understand, certain edu­
cational standards which the Institute 
or any professional body might well 
expect of young men planning to enter 
upon the profession.
“ We suggested, for example, that in­
asmuch as the other professions have 
found it desirable to back educational 
endeavor to the extent either of foster­
ing courses in colleges or establishing 
separate schools of collegiate rank for
the training of their young men, that at 
this time it would be desirable, par­
ticularly from the standpoint of guid­
ance to schools, that the Institute go on 
record as believing in education in 
specific terms.
“ Our report suggested, for example, 
that graduation from a four-year 
course beyond the high school might 
well be accepted as a suitable standard. 
We further suggested that the content 
of that four-year course should be 
divided, roughly fifty-fifty, between the 
so-called liberal arts studies and the 
professional studies. That was some­
what in line with the procedure which 
the American Bar has followed, in 
laying down the completion of two 
years of liberal arts’ work as a pre­
liminary to entrance upon a three-year 
course in law. . . .
“ Your committee is well aware of the 
possibility of moving too fast in this 
matter and desires to go on record be­
fore you as approving an optional 
method of securing the training neces­
sary. Instead of doing as New York 
state has done, limiting practice in the 
profession to those who from January 
1, 1938, shall be graduates from a four- 
year course in accounting, your commit­
tee thinks better of an optional method, 
indicated by saying ‘or its equivalent,’ 
by means of which it would be under­
stood, as it is in law, that a young man 
may serve a clerkship and make himself 
eligible for examination and practice. 
It should be possible for a young man 
in accounting, after having received an 
education of high-school standing, to 
serve an apprenticeship, and, passing 
certain examinations to test his ability, 
to secure the privilege of practising.
“ We do have the feeling, however, 
that there should be definite action by 
the council of the Institute to represent 
the most forward-looking step from the 
standpoint of education that has ever 
been taken in accountancy educa­
tion. . . .
“ Let me say in closing that adoption 
of such a report by this body, it seems 
to me, would not tie its hands in any
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way, would not set up standards which 
it says applicants for its examinations 
would have to meet; it would simply 
be an expression of opinion to the 
schools that when an attempt is being 
made to train accounting students, in 
the opinion of the Institute it is desir­
able that at least this minimum stand­
ard of two years of liberal arts and two 
years of professional training should be 
required.”
Library
The circulation department of the 
Institute’s library was unusually busy 
during the first half of the fiscal year, it 
was reported to council. A total of
1,021 books, magazines and pamphlets 
were lent to members and associates 
during the period. Growing demands on 
the circulation department may make 
it necessary to build up the supply of 
material available for circulation. Al­
together the library now possesses a 
collection of 14,712 items. The libra­
rians answered 4,881 inquiries during 
the six-months period and received 
2,628 visitors.
Cooperation with Trade 
Associations
The procedure which has been adopted 
by the Institute’s special committee on 
cooperation with trade associations to 
facilitate the establishment of relations 
with trade groups throughout the 
country was described by J. Arthur 
Marvin, of New York, chairman of the 
committee, in his report to council. 
Mr. Marvin said, in part:
“ Since the creation of the special 
committee on cooperation with trade 
associations last December, the com­
mittee has been so organized that each 
section of the country has been assigned 
a committee member as regional direc­
tor whose task it is to further the com­
mittee’s work within his territory in both 
an advisory and an executive capacity.
“ It has been thought best to work 
closely with local societies. Letters 
have been sent to the state society 
presidents, informing them of the ap­
pointment of your special committee, 
its work and aims, and inviting them to 
appoint their own local committees. 
Several state societies have already 
done this and others are taking the 
matter under consideration. Generally 
speaking, the idea is proving very 
welcome.
“ Upon the formation of a state 
society committee your committee’s 
regional director is immediately noti­
fied of its creation; letters are sent 
from the Institute’s office to the trade 
association executives of that state 
informing them of the committee plan 
of procedure and asking for their 
cooperation.
“ Your committee has decided on the 
following procedure: The state com­
mittee chairman is sent a list of trade 
associations in his state and so is the 
regional director, so the state com­
mittee can work directly on the trade 
associations and the regional director 
can check up and follow up the work in 
his region.
“ In our letter to the state society 
chairman we ask that he apportion the 
work among his members and try to 
contact the trade association execu­
tives endeavoring in each case to avoid 
conflict with any accountants who may 
be serving the trade associations, by 
asking the trade association executives 
to work with the committee through 
their own accountants.
“ When an accounting problem of 
broad general interest is presented to 
the accountant for solution by the 
American Institute committee, it is 
passed by him to the state chairman, 
who reviews it and turns it over to the 
regional director, who forwards it to his 
chairman— each of whom review it in 
turn— and commended by your com­
mittee chairman to the attention of the 
proper Institute committee. Your com­
mittee feels it can thus insure an ade­
quate treatment of the problem, truly
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representative of the attitude of the 
profession as a whole and so of genuine 
worth to the trade association.”
Cooperation with S.E.C.
The report which the special com­
mittee on cooperation with the S.E.C. 
rendered to council of the Institute at 
its meeting of April 12th, because of its 
general interest, will be printed in full 
in the June issue of The Journal of Ac­
countancy. The report contains copies 
of correspondence with the Securities 
and Exchange Commission on several 
technical questions raised by the com­
mission.
Natural Business Year
Progress in the campaign to promote 
greater use of natural fiscal closing 
dates was reported to council by Ralph
S. Johns, of Newark, chairman of the 
Institute’s special committee on nat­
ural business year. In a formal report 
Mr. Johns said, in part:
“ We are now in the midst of the 
natural business year program which 
had its inception in November, 1935, 
when the Natural Business Year Coun­
cil was formed. Under the sponsorship 
of this council we have seen an inten­
sive educational campaign meet with 
more than moderate success in focusing 
attention on the principles of the 
natural business year. The practical 
benefits to be derived from this cam­
paign, which has caused a substantial 
number of business men to become 
natural-business-year conscious, will 
depend very largely on the success of 
our efforts in the immediate future.
“ It was well to have the publicity 
program sponsored by groups outside 
of the accounting profession. The time 
has come, however, when members of 
the accounting profession must follow 
up what has been done with renewed 
vigor. We must not hesitate to assume 
the leadership from this point on. No 
group is better qualified to discuss a
matter of this kind with business men 
than we are. We need not apologize for 
making a constructive suggestion even 
though there may exist an element of 
self-interest. It is both our privilege 
and duty to bring to the attention of 
our clients a matter such as this which 
affects the informative value of finan­
cial statements. Experience has demon­
strated that specific mention of the 
natural business year during the course 
of an engagement accompanied by a 
specific recommendation in the com­
ments of the report is well received by 
clients.
“ Members of the committee and the 
office staff of the Institute have con­
tinued to keep in close cooperation 
with the Natural Business Year Coun­
cil in its activities. Reports of the 
activities and meetings of the Natural 
Business Year Council have been sent 
periodically to members of council.”
In an informal supplement to this 
report Mr. Johns told what the firm 
with which he is associated had done 
to encourage adoption of the natural 
business year by its clients.
“ The character of our practice is not 
unusual. Most engagements are annual 
examinations, supplemented by a num­
ber of tax engagements. We have no 
substantial number of monthly, quar­
terly, or semi-annual examinations, 
exclusive of the work which we do for 
participating offices and the tax engage­
ments. Just taking the regular annual 
examinations, the tabulation of those 
corporations or clients showed that at 
one time 72 per cent. closed their books 
on December 31st. Of the same group 
of clients this last winter, 60 per cent. 
closed their books on December 31st. 
Of the same group of clients December 
31, 1936, 44 per cent. will be closing 
their books December 31st.
“ It so happens that the figures ap­
peared familiar to me, and I noticed 
that in a publication of the University 
of Illinois bureau of business research 
the figures are virtually identical, in a
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study sponsored by them ten years ago. 
Of the several hundred replies which 
were received by the bureau, 72 per 
cent. were closing their accounts De­
cember 31st. A  study of their natural 
closing dates showed that 44 per cent. 
should have closed their accounts 
December 31st.
“ I might say that in one instance we 
went to call on the president of a 
corporation with the idea of presenting 
arguments in behalf of the natural 
business year, and in a minute or so he 
saw the advantages, immediately took 
the offensive and asked us to present 
the disadvantages.
“ In another instance, the client said, 
‘What date would you like?’ So we 
were permitted to set a date which was 
suitable to our particular practice.
“ We were very fortunate this past 
winter in having a number of new en­
gagements, and that brought consider­
able pressure upon our permanent 
staff. In every case we took up the 
matter of the fiscal year with our new 
client before the engagement was more 
than half undertaken.
“ Just a month ago we started a new 
engagement, and hardly a week went 
by before they were sold on a change 
in their fiscal year.
“ I feel confident that we will be able 
to carry a larger permanent staff than 
we have heretofore. That means we are 
going to be better equipped when 
winter comes to undertake the work 
which comes at that time. Inasmuch as 
about 75 per cent. of all corporations 
close their books December 31st, and it 
can reasonably be expected that 75 per 
cent. of all new clients will come around 
at that time, we expect to be better 
equipped to undertake any unexpected 
increase in practice around December 
31st. What we have done is nothing 
unusual. I think it can be done in every 
accounting office in the country.”
“New Jersey C.P.A. Bulletin”
In the March issue of T h e  C e r t i ­
fied  P u b lic  A c c o u n ta n t  there was
published an analysis of state society 
publications. Omitted from this tabu­
lation was The New Jersey C.P.A. 
Bulletin. This bulletin, issued period­
ically, is printed on pages 6 by 9 inches 
in size and is prepared by an editorial 
staff consisting of members of the 
society.
Unauthorized Practice of Law
On May 1st the governor of New 
York signed a bill known as the Piper 
bill, granting the state supreme court 
power to punish for criminal contempt 
any person who unlawfully practises, 
or assumes to practise, law. Under the 
new act proceedings may be instituted 
on the court’s own motion, on the mo­
tion of any officer charged with the 
duty of investigating or prosecuting 
the unlawful practice of law, or by any 
bar association.
Representatives of the New York 
State Society of C.P.A’s appeared 
at a hearing held by the governor on 
April 30th following passage of the bill 
by both houses of the legislature. Fol­
lowing is a statement presented at the 
hearing by Victor H. Stempf, chairman 
of the society’s committee on legisla­
tion:
“ The New York State Society and 
its members have traditionally co­
operated with the members of the legal 
profession and view with sympathy all 
efforts on the part of that profession 
to protect the public through setting up 
high standards for their own profession 
and taking every legal means to prevent 
the practice of law by those not quali­
fied to do so.
“ In so far as the Piper bill is a move 
in that direction our society would be 
in accord with such purposes.
“ It is perhaps not too generally 
known that in order competently to 
practise the profession of public ac­
counting a broad knowledge is required 
of commercial law, tax law and such
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laws as are administered by the Inter­
state Commerce Commission, the Se­
curities and Exchange Commission and 
other regulatory bodies.
“ The State Board of Education in­
cludes in its examinations for the cer­
tificate of certified public accountant 
questions on commercial law and ques­
tions in taxation which one not versed 
in such matters could not answer, and 
it has been recognized for the past fifty 
years that no accountant is properly 
qualified who lacks a knowledge of the 
law as it applies to business accounts. 
On the contrary, certified public ac­
countants are careful not to practise 
law, but advise their clients to consult 
counsel on legal matters.
“ The state society does believe that 
the Piper bill is in its terms so broad 
that it is conceivable that an ‘ officer 
charged with the duty to investigate or 
prosecute unlawful practice of the law’ 
or ‘ any bar association incorporated 
under the laws of this state’ might 
capriciously bring charges against an 
accountant and such accountant under 
this law would be deprived of the 
common law benefit of trial by jury.
“ The bill provides that all persons 
practising law may be punished for 
criminal contempt; and ‘ a proceeding 
under this subdivision may be insti­
tuted on the court’s own motion, or on 
the motion of any officer charged with 
the duty of investigating or prosecuting 
unlawful practice of law, or by any bar 
association incorporated under the 
laws of this state.’
“ The layman’s conception of crimi­
nal contempt contemplates some wilful 
disturbance, disobedience or disrespect 
of the dignity, decorum or mandate 
of the court within the presence or 
knowledge of the court, and such seems 
to be the purport of the present six 
provisions of section 750 of the judici­
ary law defining criminal contempt. 
The principle in such cases seems logical 
and necessary. On the other hand, all 
citizens view with alarm any broaden­
ing of the general principle of summary 
proceedings. Such proceedings are an
infringement of the basic rights of every 
citizen under the constitution, depriv­
ing a man of his liberty without a jury 
and without a regular trial. It is evi­
dently for this reason that any depriva­
tion of the ordinary rights has been 
very limited, and the statutes regarding 
criminal contempt have been strictly 
construed.
“ The remedy sought by this measure 
is drastically disproportionate to the 
abuses it apparently seeks to cure. 
Clearly, alleged illegal practice of the 
law is not something which comes 
within the immediate knowledge or 
view of the court, nor one which would 
seem to interfere with the orderly ad­
ministration of justice which existing 
statutes seek to protect. Under the 
contemplated procedure any action in 
criminal contempt may presumably be 
based merely upon affidavit alleging 
such illegal practice of the law. Also it 
would seem that allegation of illegal 
practice of the law would frequently, if 
not most often, involve border line 
cases which obviously should not be the 
subject of summary proceedings, but of 
determination under the usual pro­
cedure where a crime is alleged. The 
accused should not be deprived of 
the right of jury trial to determine the 
facts in such cases, by endowing the 
court with the power both to determine 
the facts and apply the law by summary 
proceedings.
“ Accordingly, the New York State 
Society of Certified Public Accountants 
strongly recommends that the Piper 
bill be vetoed.
“ Respectfully submitted,
“ T h e  N e w  Y o r k  S t a t e  S o c ie ty  o f  
C e r t if ie d  P u b lic  A c c o u n ta n ts  
by the Committee on Legislation 
James F. Hughes,
John J. Magilton,
William J. Nusbaum,
Walter A. Staub,
Howard V. Swartz,
Victor H. Stempf, chairman ”
The text of the Piper bill as enacted 
is reprinted on the following page.
The Certified Public Accountant 21
A n A ct
To amend the judiciary law, in relation 
to the practise of law
The people of the state of New York, 
represented in senate and assembly, do 
enact as follows:
Section 1. The first paragraph of 
subdivision two of section eighty-eight 
of chapter thirty-five of the laws of 
nineteen hundred nine, entitled “ An 
act in relation to the administration of 
justice, constituting chapter thirty of 
the consolidated laws,” as last amended 
by chapter seven hundred and twenty 
of the laws of ninteen hundred thirteen, 
is hereby amended to read as follows:
2. The supreme court shall have 
power and control over attorneys and 
counsellors-at-law and all persons prac­
tising or assuming to practise law, and 
the appellate division of the supreme 
court in each department is authorized 
to censure, suspend from practice or 
remove from office any attorney and 
counsellor-at-law admitted to practice 
as such who is guilty of professional 
misconduct, malpractice, fraud, deceit, 
crime or misdemeanor, or any conduct 
prejudicial to the administration of 
justice; and the appellate division of 
the supreme court is hereby authorized 
to revoke such admission for any mis­
representation or suppression of any 
information in connection with the 
application for admission to practice.
Section 2. Section seven hundred 
and fifty of such chapter is hereby 
amended by inserting therein a new 
subdivision, to be subdivision seven, 
to read as follows:
7. The supreme court has power 
under this section to punish for a crimi­
nal contempt any person who unlaw­
fully practises or assumes to practise 
law; and a proceeding under this sub­
division may be instituted on the court’s 
own motion or on the motion of any 
officer charged with the duty of in­
vestigating or prosecuting unlawful 
practice of law, or by any bar associa­
tion incorporated under the laws of this 
state.
Section 3. This act shall take effect 
immediately.
Tribute to George Armistead
The following resolution, prepared 
by a committee consisting of John J. 
Gannon, J. A. Phillips and Charles N. 
McClendon, as a tribute to the late 
George Armistead, president of the 
American Institute of Accountants in 
the year 1934-1935, was adopted by 
the Texas Society of Certified Public 
Accountants on April 5th:
“ Resolved, that we extend to his 
family our sincere sympathy in this 
great loss to them and to his fellow- 
men; and that this tribute of our esteem 
and love for our late fellow accountant, 
be entered upon the minutes of the 
Texas Society of Certified Public Ac­
countants; that a copy of it be sent to 
his family, and that a copy of it be sent 
to the American Institute of Ac­
countants.”
In the preamble to this resolution, 
the committee presented the following 
historical facts:
“ George Armistead: born in Kil­
michall, Mississippi, September 15, 
1870; son of Dr. Edward R. Armistead 
and Lou E. (Brown) Armistead; at­
tended school in Mississippi and Ar­
kansas; engaged in railway work in 
Arkansas and Texas, being at different 
times clerk, agent, telegraph operator, 
chief clerk to superintendent. Later he 
engaged in the rice milling business 
both as an exporter and importer; 
began practice as a public accountant 
in 1916; became a C.P.A., Texas, in 
1918; acted as resident auditor and as 
assistant district auditor of the Emer­
gency Fleet Corporation, U. S. Ship­
ping Board, in 1918 and 1919.
“ He served two terms as president 
of the Texas Society of Certified Public 
Accountants, 1923 and 1924. In 1922
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he became a member of the American 
Institute of Accountants, holding dur­
ing the next few years the following 
offices: member of committee on public 
affairs in 1924 and 1925; made a mem­
ber of council for five years in 1926; 
member of committee on nominations 
in 1929; member of committee on pro­
fessional ethics in 1929 and 1930. In
1931 he was made a vice-president. In
1932 he was chairman of committee on 
by-laws; in 1933 chairman of committee 
on professional ethics; and in 1934 he 
was elected president of the American 
Institute (the first Southerner to be 
elected to this office). He was nomi­
nated to serve as president for a second 
term but was forced to refuse nomina­
tion on account of ill health. In 1927 
during the administration of Governor 
Moody of Texas, he was selected to be 
chairman of the fiscal survey committee 
of the fortieth legislature. Mr. Armis­
tead was the author of a book The 
Texas Tax Problem, copyrighted in 
1931. At the time of his death he was 
head of the firm of George Armistead 
& Co.”
Visitors at Institute Offices
The following visitors from out of 
town called at the offices of the Insti­
tute at 135 Cedar street during recent 
weeks:
Fred B. Andrews, Chicago, Ill.
V. Beckreck, Newark, N. J.
A. James Eby, Trenton, N. J.
C. S. Goldston, Richmond, Va.
L. G. Kelly, Salt Lake City, Utah 
John S. Lloyd, Indianapolis, Ind. 
Eustace LeMaster, Spokane, Wash. 
Norman L. McLaren, San Francisco, 
Calif.
George S. Olive, Indianapolis, Ind. 
Allen Redeker, Denver, Colo.
J. T. Stapleton, Wilkes-Barre, Pa.
T. G. Thurston, Indianapolis, Ind.
W. R. Tolleth, Norfolk, Va.
Alexander Wall, secretary, Robert 
Morris Associates, Philadelphia, Pa.
Federal Taxation
Victor H. Stempf, chairman of the 
committee on Federal taxation, on May 
3rd conferred in Washington with 
representatives of congressional com­
mittees concerned with Federal revenue 
legislation and of the Treasury Depart­
ment with reference to the possibility 
of amendment to the 1936 revenue act 
during the present session. He was ac­
companied by the secretary of the 
Institute.
Institute Represented 
at Providence
A t the annual meeting o f the Rhode 
Island Society o f Certified Public A c­
countants, Providence, April 20th, 
John L. Carey, secretary of the Ameri­
can Institute o f Accountants, asked 
the cooperation o f the state society 
with the national organization in 
several respects. Particularly in build­
ing up the publications of the Institute, 
he said, state organizations could 
render invaluable assistance and sug­
gested that the Rhode Island society 
appoint a committee or representative 
to act as state correspondent for The 
Journal of Accountancy and T h e  C er­
t if ie d  P u b lic  A c c o u n t a n t .
The speaker also called attention to 
public criticisms of the accountancy 
profession from various sources in 
recent months, and warned that the 
profession must give thought to its re­
lations with the public. He briefly out­
lined the type of public relations pro­
gram which might be undertaken by a 
professional society.
The Rhode Island society unani­
mously adopted a resolution asking 
that the national organization under­
take a public-relations program for the 
profession.
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Educational Meeting of the 
Massachusetts Society
The customary spring meeting of the 
Massachusetts Society of Certified 
Public Accountants, under the auspices 
of its committee on education, was 
held at the University Club, Boston, 
April 26th. Norman E. Webster, chair­
man of the New York State Board of
C. P . A. Examiners, was the principal 
speaker.
John J. Barry and George T. Finne­
gan, chairman and secretary, respec­
tively, of the Massachusetts Board of 
Registration of Certified Public Ac­
countants, spoke briefly on the work 
and the problems of the board. John 
L. Carey, secretary of the American 
Institute of Accountants, discussed the 
problem of educating the public to a 
better understanding of accountancy. 
Gold and silver medals were presented 
to the candidates who had the highest 
marks at the 1936 examinations. 
Richard G. Williams received the gold 
medal and Louis F. Quinn the silver 
medal. They were presented by Ernest
H. Griswold, chairman of the education 
committee. Earle French, president of 
the Massachusetts society, presided.
C ode  of  E th ics  A dopted
The following code of ethics was 
adopted. Following each item in paren­
thesis is an indication of its source.
1. No member shall prepare and sign 
or certify to any statement, ex­
hibit, schedule, tax return or 
other form of accounting work 
which contains an essential mis­
statement of fact or omission of 
fact either known by him to be 
such a misstatement or which 
should have been ascertained so 
to be by the exercise of reason­
able diligence, care and profes­
sional knowledge. (Massachu­
setts Board of Registration)
2. No member shall allow any person
to practise as representing him 
who is not in partnership with 
him or in his employ or who is not 
a regular practising accountant 
in good standing. (American In­
stitute of Accountants and New 
York Society of C.P.A’s)
3. No member or associate shall di­
rectly or indirectly allow or agree 
to allow a commission, brokerage 
or other participation by the 
laity in the fees or profits of his 
professional work; nor shall he 
accept directly or indirectly from 
the laity any commission, broker­
age or other participation for 
professional or commercial busi­
ness turned over to others as an 
incident of his services to clients. 
(American Institute of Account­
ants)
4. No member or associate shall en­
gage in any business or occupa­
tion conjointly with that of his 
professional practice in a manner 
which would be incompatible 
or inconsistent therewith. (New 
York Society of C.P.A’s)
5. No member shall certify to any
accounts, exhibits, statements, 
schedules or other forms of ac­
counting work which have not 
been verified entirely under the 
supervision of himself, a member 
of his firm, one of his staff, or a 
regular practising accountant in 
good standing in the profession. 
(American Institute of Account­
ants)
6. No member or associate shall take
part in any effort to secure the 
enactment of or amendment to 
any state or Federal law or of any 
regulation of any governmental 
or civic body affecting the prac­
tice of the profession without 
first giving notice thereof to the 
secretary, who shall at once ad­
vise the executive committee. 
(American Institute of Account­
ants)
7. No member or associate shall di-
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rectly or indirectly solicit the 
clients or encroach upon the 
business of another member or 
associate, but it is the right of 
any member or associate to give 
proper service and advice to 
those asking such service or ad­
vice. (American Institute of 
Accountants)
8. No member or associate shall di­
rectly or indirectly offer employ­
ment to an employee of a fellow 
member without first informing 
said member of his intent. This 
rule shall not be construed so as 
to inhibit negotiations with any­
one who, of his own initiative or 
in response to a public advertise­
ment, shall apply to the member 
or associate for employment. 
(American Institute of Account­
ants)
9. A member or associate of the so­
ciety in quoting or estimating 
rates should place a value upon 
his services or those of a member 
of his staff which, at per diem 
rates, is consistent with the pro­
fessional character of his services 
and which conforms within rea­
sonable limits to the generally 
accepted rates charged by other 
reputable accountants for the 
same type of work. (Massachu­
setts Board of Registration)
10. No member shall advertise in a 
manner detrimental to the dig­
nity or other interests of the pro­
fession. Members shall not pub­
lish their professional attain­
ments or services through the 
mails or in the public prints, but 
this shall not be construed to 
prohibit the publication of a 
simple card in directories or 
other public prints or the digni­
fied dissemination by letter or by 
printed article of impersonal in­
formation of an educational 
nature without solicitation of 
professional practice. The fore­
going shall not be interpreted as 
indicating that the society sug­
gests or recommends advertising. 
(New York Society of C.P.A’s)
11. Any member of the society, includ­
ing associate members, life mem­
bers and honorary members, who 
shall transgress any of the fore­
going rules of professional con­
duct, or who shall knowingly aid 
or abet any other person in any 
transgression thereof, shall be 
subject to censorship, suspension 
or expulsion as the executive 
committee may determine by 
the vote of a majority of the 
whole committee after a hearing 
before the committee and not 
less than one month’s written 
notice shall be served upon him 
either personally or by mail at 
his last known post office ad­
dress. Such notice shall state the 
nature of the complaint. No com­
plaint shall be entertained by the 
committee unless the same shall 
be made in writing and filed with 
the secretary. The president may 
appoint a committee of members 
other than officers and directors 
of the society to investigate any 
complaints made against mem­
bers and report to the executive 
committee whether, in their opin­
ion, a hearing should be held 
upon any such complaint. The 
president or any three members 
of the executive committee may 
order a hearing by the committee 
upon any written complaint filed 
with the secretary, and, upon 
such hearing, the member against 
whom the complaint has been 
made shall have the right to 
appear both in person and by 
counsel and to present his an­
swer and defense. The executive 
committee shall then determine 
the matter upon its merits and 
shall either dismiss the complaint 
or censure, suspend or expel the 
member as may be proper upon 
the evidence produced at such 
hearing. (New York Society of
C.P.A’s)
State Accountancy Legislation
Report to Council
In his report to council, at its meet­
ing on April 12th, the secretary of the 
Institute described the procedure fol­
lowed by the committee on state legis­
lation in dealing with the great number 
of bills introduced in state legislatures 
to amend existing laws or otherwise 
affect the practice of public accounting. 
He said:
“ Odd numbered years are the years 
in which most state legislatures con­
vene. The present year has produced 
the usual heavy crop of bills affecting 
accountancy. The Institute subscribes 
to a legislative reporting service which 
advises headquarters of the introduc­
tion of any bill relating to accountancy. 
The staff reads such bills and transmits 
them to the committee on state legis­
lation, with comments if they are in 
order. The secretary of the state society 
concerned is also immediately noti­
fied of the introduction of any bill 
likely to be of interest to him. To the 
National Committee on Municipal 
Accounting are sent all bills relating to 
that subject, while reports of proposed 
legislation on public-utility accounts 
and other matters are referred to the 
appropriate committees. In certain 
cases the advice of counsel of the In­
stitute is requested.”
At the request of the Ohio Society of 
Certified Public Accountants, the sec­
retary of the Institute testified against 
a bill containing a waiver provision at a 
hearing before the house finance com­
mittee at Columbus. In a number of 
instances the chairman of the com­
mittee on state legislation, Charles H.
Towns, of New York, has replied at 
length to inquiries from state societies 
on various legislative questions, and 
material from the Institute’s files has 
been submitted on request.
Reports on Bills in Progress
C o lo r a d o
Colorado house bill 575, reported in 
earlier bulletins as having been intro­
duced in the legislature on January 
19th, was passed by the house on April 
16th and must now be considered by 
the senate. This bill, it has been 
learned, is of the two-class restrictive 
type. It provides that “ no certificate 
as a certified public accountant shall be 
granted to any person other than a 
citizen of the United States, or person 
who has in good faith declared his in­
tention of becoming such citizen, who 
is over the age of 21 years and of 
good moral character . . . and who 
shall have successfully passed an ex­
amination in commercial accounting, 
governmental accounting, auditing, 
commercial law as affecting account­
ancy and in such other subjects as the 
board may deem necessary.”  In addi­
tion, applicants must have completed 
a four-year high school course of study 
or have received an equivalent educa­
tion. The bill provides that applicants 
must have had at least five years ac­
counting experience, except that tech­
nical education in accountancy may be 
accepted in lieu of two years of account­
ing experience.
Any person who applies before May
1, 1937, and furnishes evidence that he
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has been in public practice, would, 
without examination,be issued a certif­
icate of authority to practice as a 
registered accountant.
The bill provides for reciprocity with 
the accounting authorities of other 
states and countries.
D e la w a r e  
House bill 167, designed to protect 
confidential relations between certified 
public accountants and their clients, 
was passed in the house on April 19th 
and has been referred to the senate. 
A description of the bill was published 
in the March issue of this bulletin.
G eo r gia
House bills 344 and 519, which 
would have made certain adminis­
trative changes in the accountancy law 
of the state, both died upon adjourn­
ment of the legislature on March 25th.
K ansas
No further action has been taken on 
S-411, a two-class restrictive bill, which 
was reported unfavorably to the senate 
on March 17th.
M in n e so ta  
It is reported that all five bills affect­
ing the practice of accountancy in the 
Minnesota legislature have failed of 
passage.
M isso u ri  
No further report has been received 
regarding H. 258, introduced in the 
Missouri legislature on February 16th, 
which would have the effect of repeal­
ing chapter 110 of the revised statutes 
of 1929 relating to public accountants. 
The bill was reported favorably in the 
assembly on March 11th.
M o n ta n a  
Following is the text of S. 130 which 
was approved by the governor of Mon­
tana on March 15th:
C h a p te r  106, L aw s 1937.
(Senate Bill No. 130.)
A n  A c t  to amend section 3241.1 of 
the revised codes of Montana, 1935, 
being an act to regulate the practice of 
the profession of public accounting or 
auditing, providing for the qualifica­
tions and examination and admission of 
applicants and the issuance of certifi­
cates thereto.
Be it enacted by the legislative assembly 
of the state of Montana:
Section 1. That section 3241.1 of 
the revised codes of Montana, 1935, be, 
and the same is hereby amended to read 
as follows:
“ Section 3241.1. The certificate of 
‘ certified public accountant’ shall be 
granted by the State University of 
Montana (hereinafter referred to as 
the university) to any person who is 
(a) a citizen of the United States or 
who has duly declared his or her in­
tention of becoming such citizen, and 
who is and has been a resident of the 
state of Montana for at least one (1) 
year prior to the date of his applica­
tion, and (b) who is over the age of 
twenty-one (21) years, and (c) who is of 
good moral character, and (d) who is a 
graduate of a high school with a four
(4) years’ course or has had an equiva­
lent education, or who, in the opinion 
of the board, has had sufficient com­
mercial experience in accounting so 
that, in the judgment of the board, the 
requirement of a four-year high school 
course or equivalent education may be 
waived, and (e) who shall have success­
fully passed examinations in the theory 
and practice of general accounting, in 
auditing, in commercial law as affecting 
accountancy, and in such other related 
subjects as the board of accountancy 
may deem advisable.”
Section 2. All acts and parts of acts 
in conflict herewith are hereby repealed.
Section 3. This act shall be in full 
force and effect from and after its 
passage and approval.
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N e w  H a m p s h ir e  
House bill 281, which was introduced 
in the New Hampshire legislature on 
February 2nd to provide for the crea­
tion of a state board of accountancy, 
set education and experience require­
ments for examination for the certified 
public accountant certificate and made 
other administrative changes in the 
existing law, is still before the senate 
for consideration. This bill was passed 
in the assembly on March 31st.
O k la h o m a  
House bill 387, to provide for the 
examination and licensing of certified 
municipal accountants, was reported 
favorably in the house on April 13th. 
The bill would require that no person 
shall be permitted to practise as a 
municipal accountant or auditor in any 
municipality of the state for compensa­
tion unless he has been certified under 
the procedure prescribed. Certified 
public accountants under the state law 
would be excepted from the require­
ment.
P e n n s y l v a n i a  
No further action on H. 1528, which 
would prohibit practice as “ an ac­
countant or auditor, as a certified pub­
lic accountant or public accountant, 
under a false, assumed, or fictitious 
name,” has been reported to the In­
stitute since its introduction on March 
15th.
R h o d e  I s l a n d  
Senate bill 142, introduced in the 
Rhode Island legislature on March 
23rd to require that the secretary and 
the treasurer of the state board of ac­
countancy shall each furnish bonds in 
the sum of $1,000, was passed in the 
senate on April 21st. It must now be 
considered in the assembly.
W a s h i n g t o n
Erratum
In the April issue of this bulletin the 
text of house bill 114, recently ap­
proved by the governor of Washington, 
was reprinted. Through error, at the 
end of section 1 the word “ not” oc­
curred instead of the word “ now,” 
which had the effect of rendering the 
meaning of the new law obscure. Fol­
lowing is the correct text of section 1:
Section 1. That a new section to be 
known as section 8268-1, Remington's 
Revised Statutes, be added to section 
8268, which shall read as follows:
“ Section 8268-1. Subsequent to July 
first, nineteen hundred and thirty- 
seven, every candidate for examination 
for a certificate or license as a certified 
public accountant shall present evi­
dence that . . .  he has had at least 
three years’ practical experience in 
public accounting or experience requir­
ing an accounting background: pro­
vided, that any applicant who has not 
had the practical experience required, 
but who possesses the educational and 
other requirements and whose applica­
tion has been approved by the director 
of licenses may sit for the examination, 
but if he shall successfully pass same 
the issuance of a certificate of license 
to him and the right to practise as a 
certified public accountant or to hold 
himself out to the public as a certified 
‘public accountant shall be deferred 
until he shall have obtained, within a 
period of five consecutive years, at 
least three years of practical experience 
in accounting satisfactory to the direc­
tor of licenses, any part of which may 
be prior to the date of application: pro­
vided further, that this act shall not 
apply to any candidate who, prior to 
the effective date of this act, shall have 
requested permission to sit for exami­
nation, or is now enrolled in any college 
or correspondence course in accounting. ”
Seen in State Society Publications
State Legislation
Bulletin of the Ohio Society of C.P.A's
At the request of the Public Ac­
countants Society of Ohio a joint meet­
ing between committees of the public 
accountants and the Ohio Society of 
Certified Public Accountants was held 
at the Hotel Deshler, Columbus, Ohio, 
on Friday, April 2nd. Three members 
of the public accountants’ society—  
Messrs. Lawrence, Reeves and Hecker­
man— and four members from the 
Ohio society— Messrs. Collins, Weiss, 
Graham and Gordon Battelle— at­
tended the joint meeting.
The representatives of the public 
accountants made it clear that in their 
proposed legislation they were pri­
marily interested in regulatory meas­
ures for the protection of the account­
ing profession. There was some dis­
cussion of the so-called credit section 
of the bill which the public accountants 
had had introduced in the legislature, 
but this section was rather generally un­
acceptable and the public accountants 
did not press for its consideration by 
the joint committee.
It was brought out that the public 
accountants included in their member­
ship a very carefully selected group of 
men who had been in practice for some 
years and who rated well in their own 
communities in the profession, and that 
an effort was being made to keep out of 
the organization the so-called service 
bookkeepers and other undesirables 
who would not measure up to the re­
quired standards. The public account­
ants’ committee ventured the opinion 
that in the state of Ohio probably 
twenty-five men represented the cream 
of the public accountants who were not 
certified.
Most of the time of the joint com­
mittee session was spent in discussing 
the desirability of inducing the ac­
countants who were not certified to 
take the examination and become cer­
tified through the present channels. It 
was pointed out that most of these men 
who felt that they should be certified 
had not attempted the examination at 
all, and the two members of the Ohio 
state board, who were also acting on 
the Ohio society committee, urged the 
public accountants to sit in the exam­
ination, as on account of their experi­
ence their chances for success should 
be good.
Another suggestion that came out of 
the joint committee meeting was the 
possibility of cooperative effort in the 
fall program of the Ohio society. It was 
recommended that the committee on 
program of the Columbus chapter 
meet with a committee from the public 
accountants’ society and plan a joint 
program of the two groups for one day 
of the fall meeting of the Ohio society 
at Columbus.
This joint meeting was marked by 
an entire absence of any serious differ­
ences and by a general spirit of co­
operation for the good of the profession. 
The C.P.A’s. made it clear that any 
regulatory measure at this time along 
the lines of the proposed legislation 
would be detrimental to the best inter­
ests of the better public accountants, 
who would necessarily be included with 
a great many unqualified men under 
the terms of the bill proposed. The 
C.P.A. committee admitted that the 
present law was not perfect in that the 
educational qualifications and experi­
ence standards were not high enough 
but since legislation of the regulatory 
type has been ruled unconstitutional in
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several states, it was felt that legisla­
tion in Ohio at this time would be un- 
wise.
The meeting adjourned with the 
understanding that further cooperation 
between the two groups would be very 
advantageous, although nothing defi­
nite had been decided on further legis­
lation. It was felt that the atmosphere 
was considerably cleared by the meet­
ing and a decided step had been made 
in the mutual understanding between 
the two groups.
Cooperation
The Indiana C.P.A.
Some 13 or 14 years ago, the Ameri­
can Institute of Accountants initiated 
the plan of having special committees 
cooperate with committees appointed 
by other organizations, for their mutual 
benefit in the discussion of problems 
affecting both organizations. The idea 
must have been good, for today, stand­
ing committees of the Institute now 
“ cooperate” with similar commit­
tees appointed by bankers, lawyers, 
stock exchanges, securities commis­
sions, trade organizations, etc. There is 
no question but that much good has 
resulted from such contacts, because of 
the establishment of a better under­
standing of the many problems in­
volved.
In similar manner, although upon 
a smaller scale, this association has 
standing committees with bankers, 
lawyers, and credit men, and as these 
contacts become more closely knit by 
the united action of all accountants 
through the work of these committees, 
so will Indiana accountants become 
more firmly established in their com­
munities.
This prompts us to call attention to 
the need for continued cooperation 
between the various state accounting
organizations and the national associa­
tion, and, what is more, the especial 
need for such cooperation among the 
members of a state organization.
Practical Points
Bulletin of the Florida Institute of 
Accountants
Ate lunch with an out-of-state
C.P.A. the other day who outlined a 
plan he had evolved in connection 
with the social-security act. His prac­
tice is in an industrial city and the 
large number of employees on factory 
pay rolls has necessitated a lot of extra 
clerical work in order that the required 
information be kept with respect to 
each employee. Also many of the 
smaller factories had only enough extra 
work to require less than the full time 
of an additional clerk. His plan is that 
he contracts with a number of em­
ployers to do all the work in connection 
with the individual information of the 
employees in so far as the social- 
security act is concerned, and to main­
tain the records in his offices. The charge 
made for this service would be so much 
for each employee. We do not believe 
such a plan would be desirable in 
Florida, from the standpoint of work­
ability or profit.
While discussing the subject of 
dividends and the related surtax, it 
might be well to mention the situation 
of a corporation having a surplus- 
deficit at the beginning of its taxable 
year and paying a dividend (although 
not legally) equal to or in excess of its 
earnings for the taxable year. In such 
a case the corporation would escape the 
surtax, but the stockholder receiving 
the dividend which was wholly or 
partially paid out of capital would pay 
income tax only on that portion of the 
dividend paid out of surplus.
Correspondence
In co m e  T a x  Form s
Editor, T h e  C e r t if ie d  P u b l ic  A c­
c o u n t a n t  
D e a r  S i r :
We noticed in the April 1937 issue 
of your magazine that the question has 
again arisen as to the difficulty in typ­
ing Federal income-tax blanks.
It has always been our practice to 
furnish the taxpayer with an office 
copy and in certain cases where the 
company’s attorneys are likewise fur­
nished with a copy this necessitates five 
copies being typewritten, inclusive of 
the “ green” copy. Due to the thickness 
of the paper, it has been difficult to get 
the correct registration on the last 
copies when using the ordinary type­
writer. Last fall we purchased an 
Underwood-Elliott-Fisher flat-bed ma­
chine, which has been a great timesaver. 
This machine has a positive left-hand 
registration for anything being type­
written, which makes it extremely easy 
to insert red carbon when necessary 
and also for the purpose of erasures. 
We have been able to get all the neces­
sary carbon copies and estimate that 
this piece of equipment will probably 
save at least one-third of the ordinary 
typing time.
H e r b e r t  F . F r e n c h  & Co. 
Boston, Mass.
Editor, T h e  C e r t i f i e d  P u b l i c  A c ­
c o u n t a n t
D e a r  S i r :
I have read the letter fom Mr. C. L. 
Turner concerning his method used in 
typing and filing the corporation in­
come-tax returns for 1937.
My office solved the problem in this 
manner: All copies of the tax returns
were torn apart into single sheets and 
typed in that way. After typing, the 
copies to be submitted to the collector’s 
office were reassembled in their original 
format, the individual sheets being 
pasted together by means of long strips 
of cellulose tape. The strips were the 
full length of the return. After pasting 
the sheets together in this way, the 
schedules were attached in the usual 
manner and the return folded exactly 
the way it was before the pages were 
torn apart.
By putting the loose sheets and 
schedules into a folder, examination 
and audit of the return is difficult be­
cause the whole folder has to be turned 
in order to see the other side of the 
sheet. By using my method the returns 
are exactly the way they would be if 
they had not been torn apart at all.
Sa m u e l  L e o p o l d
Trenton, N. J.
Mu n ic ip a l  Ac c o u n t in g  
Pr a c tic e
Editor, T h e  C e r t if ie d  P u b l ic  A c­
c o u n t a n t  
D e a r  S i r :
The article, “ Fundamentals of mu­
nicipal accounting practice,” by George 
P. Ellis, in T h e  C e r t if ie d  P u b l ic  A c­
c o u n t a n t  for March has brought 
several questions to my mind. Admit­
ting the lack of qualifications for 
municipal work of a portion of the 
certified men, would it not be better to 
make municipal accounting a required 
subject for study and examination in 
securing the C.P.A. certificate than to 
license applicants and turn over a por­
tion of the public field to possible new­
comers who might have no training for 
regular public practice but use their
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special certification as an entering 
wedge to public practice? The Treasury 
Department has seen fit to admit certi­
fied men to practice before the board of 
tax appeals and undoubtedly this ad­
mission was based on a belief that we 
would secure the necessary information 
or get competent assistance and pre­
sent our cases clearly and truthfully 
rather than on any particularly high 
degree of competence in tax matters. 
On the other hand, perhaps the age of 
specialization does demand more con­
centration and we will next have the 
certified grocery-store accountant.
W il l ia m  F . M a y h a l l  
El Paso, Texas.
Editor, T h e  C e r t i f i e d  P u b l i c  A c ­
c o u n t a n t  
D e a r  S ir :
It is with considerable surprise that 
I have read the letter written by George 
P. Ellis, chairman of the Institute’s 
committee on governmental account­
ing, quoted on pages 15 and 16 of T h e  
C e r t if ie d  P u b l ic  A c c o u n t a n t  of 
April, 1937. Surely Mr. Ellis might 
have found some better argument to 
place as No. 1 in his reasons for objec­
ting to competitive bidding than that 
“ competitive bidding is competition in 
quality. A  low price means low-grade 
work.” In spite of giving that as his No. 
1 reason, Mr. Ellis refers several times 
in his letter to the fact that we are a 
profession. It was always my idea of 
a profession that it was distinguished 
from “ business” principally on account 
of the fact that the work was done more 
for love of the work itself than for the 
financial benefits which might be de­
rived therefrom. I have consistently 
preached for many years that no matter 
what the fee the work must be well 
done.
There are various reasons why ac­
countants should not charge full rates, 
but it is no excuse for an accountant 
who has perhaps passed up a shortage 
which should have been caught by him 
with ordinary care, merely that the fee 
was small and that his client could not 
expect much of an audit for that price. 
In the case of a city, while there is no 
reason why proper fees should not be 
paid, it is sometimes advisable, where a 
considerable number of men are em­
ployed, to take a smaller profit by 
charging lower rates than is customary, 
as the many assistants do so much work 
in a city audit of a purely detail nature 
requiring a minimum of ability and 
brain power. If the accountant does not 
intend to make a complete audit but 
make only such tests as he may deem 
sufficient, a contract with the city 
should so state, as otherwise there is no 
limit to what the city may later demand 
he should have done when his state­
ment of fees is presented.
Mr. Ellis refers to the state of Kan­
sas. Enclosed herewith are various 
newspaper clippings in regard to an 
audit of Wyandotte county, Kansas, 
the county in which Kansas City, Kan­
sas, the largest city in the state, is 
located. These clippings state that the 
bids ranged from $2,500 for a one-year 
examination to $26,000 for a four-year 
examination. You will notice further 
that the director of the bureau of gov­
ernmental research of the local chamber 
of commerce would be retained to su­
pervise the audit and that the state 
municipal accounting board must ap­
prove the audit before payment is 
made to the accountants. This firm did 
not even consider making a bid under 
the circumstances.
E d w a r d  F r a s e r
Kansas City, Mo.
Announcements
Joe Bond announces the opening of 
offices at 305 Wallace building, Little 
Rock, Arkansas.
Stanley V. Davies announces the 
opening of offices at 920 United States 
National Bank building, Denver, Colo.
J. H. Gilby & Co. announce the re­
moval of their offices to suite 2930, 
Bankers building, 105 West Adams 
street, Chicago.
The Harmon Audit Co., Prescott, 
Ariz., announces the opening of a 
branch office in the Adams Hotel build­
ing, Phoenix.
Simon Herz and Walter J. Gill 
announce their association as partners, 
with offices at 250 West 57th street, 
New York.
David B. Jacobs & Co. announce the 
removal of their offices to suite 1780 
Woolworth building, 233 Broadway, 
New York.
Nathaniel Kramer announces the 
removal of his offices to 1441 Broadway, 
New York.
J. Lee Nicholson & Co. announce the 
removal of their offices from 11 Park 
Place to Woolworth building, 233 
Broadway, New York.
R. E. Niederwiesen Co. announce 
the removal of their offices to 141 
Broadway, New York.
Charles M. Riedell & Co. announce 
the removal of their offices to 30 Broad 
street, New York.
Scharf & Geist announce the removal 
of their offices to 9 Rockefeller Plaza, 
Rockefeller Center, New York.
Earl G. Teeter announces his re­
moval to 1841 Midland building, 176 
West Adams street, Chicago.
Touche, Niven & Co. announce the 
removal of their Los Angeles office to 
802 Consolidated building, 607 South 
Hill street.
Williams & Kaiser announce the ad­
mission of Wilbur F. Divine to member­
ship in the firm, and change of the firm 
name to Divine, Williams & Kaiser, with 
offices at 541 Seybold building, Miami.
William R. Winn announces the re­
moval of his Williamsport, Pa., offices 
to suite 704, First National Bank 
building.
Roland W. Gleason, of New York, 
on April 21st addressed the Commerce 
Club of the Manhattan College School 
of Business on the subject, “ Public 
accounting as a career.”
Leo Mattersdorf, of New York, 
recently spoke on “ Social security” at 
a meeting of the Bloomfield, N. J., 
Rotary Club, and on “ Merit rating 
under the New Jersey unemployment- 
insurance law” at a meeting of the 
Nutley, N. J., Rotary Club.
D. McE. Watson, of Denver, has 
been retained as consultant to a special 
committee of the Denver Chamber of 
Commerce to develop a state financial 
program which might be acceptable to 
the business interests of Denver.
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T h e  C e r t i f i e d  P u b l i c  A c c o u n t a n t
Bulletin of the American Institute of Accountants
Washington Office
T H E  executive committee again directs the attention of members 
and associates to the office of the Institute maintained in the 
National Press Building, Washington, D. C. The rooms are those 
formerly occupied by the American Society of Certified Public 
Accountants.
Following the merger of the two organizations it was decided, in 
response to many requests, to continue the Washington office as a 
branch office of the enlarged organization.
Members and associates resident in Washington, or visiting 
Washington, are invited to make use of the facilities of the office, 
which include a library and files of information of various types. 
Meetings may be arranged at the Washington office, if desired, and 
the staff in charge will gladly arrange for stenographic service and 
similar services for those who wish them. Through counsel for the 
Institute, also resident in Washington, the staff will obtain informa­
tion for members regarding personnel or procedure of the various 
government departments, or information on legislation pending in 
Congress or department regulations.
This office has been maintained by the Institute ever since the 
merger which became effective last November. Reports indicate, 
however, that the members have not made use of the facilities to 
any great extent. The executive committee wishes ample oppor­
tunity to be given for indication as to whether or not an office in the 
capital is required. The matter will be referred to the council at its 
meeting next October.
1
A  Clinic in Accounting Practice
Participants
Vincent J. Dorgan 
Samuel M. Finer
Kenneth W. Hadley 
John C. McNab
F o r e w o r d
T HE word routine in this committee’s assignment apparently con­
vinced the majority of the members that the subject could not be 
made of sufficient interest. We were inclined, at first, to agree with the 
majority, but as we delved into the subject, we got the impression that 
there was just as definite a need for system in a public accounting office as 
in any other office.
We didn’t feel, however, that interest and attention could be sustained 
by treatment or discussion in the abstract, so we decided to present the 
subject matter in the form of a “ clinic.”  We shall route an engagement 
through an office, and in so doing, shall make intentional and, probably, 
unintentional errors. We expect you to discover both and call them to our 
attention.
 The topic will, necessarily, be treated in chronological order and may be 
readily followed in detail by reference to the exhibits accompanying this 
presentation. The “ special report cover”  has the usual instructions for 
typists and spaces for initials of comparers, checkers and partner approv­
ing imprinted on the inside front cover. Engagement record and time 
sheets, detailed and summary, complete the exhibits. As you will readily 
understand, the questions and answers are intended to indicate points for 
discussion rather than final recommendations on our part.
We have formed a partnership for the purposes of this evening’s discus­
sion and are about to open an office for the practice of public accounting.
M. Finer, I understand you have been able to obtain an option on 
some desirable space.
F. I just came from the real estate office and Mr. Jones showed me 
five rooms that will answer our purpose nicely.
H. What building were you in ?
F. The Empire Building. The rooms are arranged so that each one 
would be accessible to the reception hall, which, by the way, 
he agreed to block off for our exclusive use.
M. By that I presume that the rooms are located at the end of the 
corridor.
F. Yes, they are.
M. Don’t you think they will be too far from the elevator?
N ote.—Presented at a meeting of the Connecticut Society of C.P.A’s, held March 30, 1937, a t  
New Haven.
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F. I thought of that, too, but the desirable light and private hall 
will more than outweigh the disadvantage of being away from 
the elevator.
The reception hall is very light with ample space for a switch­
board operator’s desk and seating arrangements.
H. About how many people will the reception hall accommodate ?
F. I should say approximately eight people.
The first two rooms off the reception hall could be used as our 
private offices. They are large enough to have two desks placed 
together. Hadley and I could use the first room and you, 
McNab and Dorgan the other, or reverse if you wish.
D. Let’s hope that we shall soon be able to afford a private office for 
each of us.
F. The room near ours would be for the seniors, and the room ad­
joining for the staff members. The typing and filing room is at 
the end of the reception hall.
H. Sounds like a good arrangement— keeps the noise away from the 
private offices.
F. Mr. Jones agreed to change the present lighting fixtures to in­
direct lighting, which will make a considerable improvement. 
He further suggested that we use blue bulbs which produce a 
daylight effect— an improvement over the old yellow light 
from ordinary bulbs.
M. Yes, I know of several offices that have used blue bulbs with 
remarkable success.
F. The office equipment agent— (Interruption by Dorgan).
D. Just a minute, Finer. What about the sign on the office door and 
windows ?
The Others. Nothing doing on the windows!
F. I have arranged to have the firm name and title “  Certified Public 
Accountants”  lettered on the outside office door.
The office equipment man was in, and I placed an order for two 
steel work tables for the staff room and five legal size files. 
He showed me the confirmation for the other furniture we 
ordered, and said that we could expect it by the end of the 
week.
H. I hope they don’t disappoint us.
F. Hadley and I thought of getting two small oriental throw 
rugs for our room to give a softer look to the rubber inlaid 
floor.
D. T hat’s all right with me if you fellows pay for it.
F. I expect the telephone company’s representative tomorrow 
morning to give us full particulars on their latest intercom­
municating telephone system. I don’t believe we can do with­
out it. The conversation between rooms will prove to be quite 
annoying.
M. I f  the expense is not too great, let us have it, but couldn’t we 
postpone it until our business has increased?
4 The Certified Public Accountant
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F. B y the way, I forgot to tell you that Mr. Jones agreed to partition 
off a space that can be utilized as a library. While on the sub­
ject of library, Dorgan, what have you done about getting a 
list of books that we are to buy ?
D. I just wrote to the American Institute for suggestions.
F. From your previous experience, Hadley, perhaps you ought to 
handle all our tax work and act as office manager. Dorgan 
would be well fitted to be in charge of all our office records and 
internal system, and also supervise system installations for 
clients. McNab would handle consultations and interviews and 
be in charge of all financial audits, and it looks as though I ’ll 
have to be in charge of the staff and manufacturing engage­
ments.
I suggest that we keep the men we each had prior to our partner­
ship and treat them all as staff men for a period of six months, 
after which the two that make good can be selected as 
seniors.
M . That is a very good suggestion— let us adopt it.
The Others. Fine, consider it adopted.
M .  We appear to have a good chance to get located right and we 
can leave further details for the present. We have an engage­
ment, however, which was made while you were out. What 
is our first step in handling this? I have already written the 
client confirming our understanding of the work to be 
done.
The first thing to do is to write up the engagement record. 
What is an engagement record?
Here’s one already printed. L et’s see what it is as we fill it in. 
(Numbers refer to items on engagement record. See page 6.)
W hat is the name of the client?
The name is “ Henry Schmitt, Inc.”
Is that the Schmitt company on Mulberry street? I thought the 
name was Schmitt Corporation.
Well, let’s get the senior to check it. Mark the record for a check. 
Whereabouts on Mulberry street?
No. 15 I believe.
Is the factory there too?
Yes.
Where do we send the report?
To Mr. Schmitt’s home address.
Isn’t that a little unusual ?
Well, Mr. Schmitt says he wants to look it over in the evening.
He apparently expects something worth while.
W hat’s the bookkeeper’s name?
Mr. Schmitt spoke of a Mr. Jones as if he were in charge of the 
accounts.
What kind of concern is this?
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(5) M. They manufacture some kind of electrical specialty and distrib­
ute through jobbers mainly. You had better brush up on your 
cost work.
(5) F. I ’ll take along my electric eye.
(6) H. Is it a calendar year or fiscal year?
(6) M. The year closes February 28.
(7) F. W hat period is covered by this examination ?
(7) M .  Not more than one year without consulting Mr. Schmitt.
(8) D. It must be an audit then. What? No taxes?
(8) M .  Mr. Schmitt considers himself pretty good on taxes but we should
try to find something of interest for him. O f course you can put 
question marks against the tax and system items to prod the 
man who does the work.
(9) H. How soon can we begin ?
(9) M. They’ll be ready by Monday, so I said we would start then.
(10) F. When do they expect us to finish?
(10) M. Mr. Schmitt was quite anxious to get the report, but I convinced 
him that on a first audit of a long-established concern we might 
run into difficulties on several angles and he’d better give us 
plenty of time. He wants an interim report, perhaps oral, if we 
stay over one week. We tentatively agreed on two weeks, so 
put the report date down as 4/15/37.
(11) H. How many copies?
(11) M. Three for the client.
(12) H. Does he want us to certify?
(12) M. He may not request it, and we’ll not offer to certify unless we
extend the scope. Merely send a report.
(13) F. Did you get the idea that Schmitt had anything special in mind? 
W hy does he want the audit?
(13) M. Oh, he’s not particularly worried about anything, but I got the
impression he had been speaking to some one who had gained a 
distinct benefit from the work of an accountant and he was 
anxious to see if he couldn’t do likewise. His attitude reminded 
me of a case I had some time ago where a defalcation of $30,000 
was discovered. Immediately another man in the same line had 
an audit made and he was quite chagrined when the auditor 
came up with only $10,000. Perhaps you had better keep 
pretty close to the work and be on the lookout for leads. Some­
thing might pop. Put down, Hadley, inventory scrutiny for 
special emphasis, that’s just my hunch.
(14) D. How about the men for the job?
(14) F. I think I ’ll take two men who are familiar with this type of
work.
(15) H. Any remarks for senior?
(15) M. Be careful not to give tax opinion without consulting partner, as 
Mr. Schmitt has a good opinion of his tax knowledge. Keep 
Mr. Schmitt informed about the progress of the work.
(16) H. Did you arrange a fee?
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(16) M. Well, not too definitely. Per diem rates the first week, but we 
must be prepared to set a maximum then. Put down— “ per 
diem— first week; contract probably for the aggregate.”  Bill it 
when we render the report.
(17) F. Did you say no previous audit had been made?
(17) M. I don’t think there’s been a real audit but they have had some 
plant management or industrial engineering concern make a 
survey. Perhaps that has something to do with the audit.
H. Well, making up the engagement record wasn’t such a chore, was 
it?
M. No. But what happens to this sheet?
H. We have a permanent file for one copy and one copy goes to the 
man in charge of the engagement. In addition we make up a 
modified or condensed version on a card, and it is filed in 
tickler fashion to come up for attention before the next exam­
ination or tax return.
M. Well then, with this formality over, perhaps Finer will take 
charge of the case. While he is out— probably two weeks— we 
can swap yarns. I heard one which illustrates the attitude of 
some clients. A  beggar asked a man for a dollar and got a 
lecture instead. The man said, “ Ask for a dime or a quarter 
and you’ll get it.”  “ Well,”  said the beggar, “ Give me a dime 
or a quarter but don t tell me how to run my business' ’ . . .
(Two weeks pass.)
M .  Here’s Finer so let’s get our feet off the desks and help him.
H. Have you the final working papers that we went over together? 
I ’d like to get the report to the typing department right 
away.
F. Yes, here they are.
D. Say, I ’d like to look over that special office report cover that you 
set up.
H. Sure, here’s how it works. Look at your copy there and you’ll 
notice the first section is headed “ Typist.”  That is what we 
fill in now. Say, McNab, will you look at the engagement 
record on file for this job and tell me how many copies are 
required.
M. It reads three copies for the client.
H. Thanks. On the special report cover, Dorgan, we should allow for 
one copy for our own files so we put down “ 4.”
F. You know, an extra copy left unbound would be handy in case I 
do the job again. It would save a lot of writing in making up 
the statements.
H. I ’ve heard of that’s being done. O f course, the text can’t always 
be used again but the figures on the last carbon copy of the 
statements are easily erased and new figures inserted. O.K., 
then, let’s put down “ 5 copies” and, in brackets, “ (1 copy 
unbound for work sheets).”
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M. Don’t forget this report isn’t to be certified, so we want to use 
the regular report paper.
H. That comes next so we will fill in “ regular paper.” After this 
comes the instruction for the report title, so I have written an 
appropriate caption there. Now you see, Dorgan, the pencil 
copy of the text and statements is inserted in the special report 
cover and turned over to the typist.
D. Wouldn’t a slip of paper attached do just as well?
H. It would if the memo didn’t become detached or mislaid and so 
cause delay in typing. Besides we need certain permanent data 
on file, so why not include it all in this one place?
M. While the report is being typed, would you tell us what plans are 
being made about our filing facilities.
H. I ’ll be glad to. I discussed the matter with Finer and he has in­
stalled two different sets of files, one for current papers and 
another we will call transfer files.
F. T hat’s right, but what about the tax files you mentioned?
H. Well, it is my idea to have both the current and transfer files 
divided into four sections. One for the working papers, another 
for the corporation tax returns, and the third for the individual, 
partnership and fiduciary returns. The fourth is for the office 
copy of the typed report.
D. Sounds like a lot of work to me.
H. It may mean making out a few extra folders, but I am sure you 
will be able to find what you want a lot faster and it will pre­
vent the men from taking returns out on the job when they are 
not needed.
M. That is an important point. No client relishes having his return 
spread out with the working papers where his staff may give it 
casual inspection.
F. Suppose the file clerk puts the folder in the wrong file. Doesn’t 
this cause some delay?
H. We can prevent that to some extent by having different colored 
stickers to be used on the tabs of each folder, thus identifying 
its place in the proper file.
D. I ’ve heard that after a few years in business even a transfer file 
becomes crowded.
H. Yes, and there are many views on the disposition of working 
papers after they have ceased to fulfill any current need.
M. We could always buy more transfer files.
F. What, and upset my carefully planned layout ? Besides, by that 
time we shall probably need every inch of space for other work­
ing requirements.
D. With all that business we could rent more connecting office 
space.
H. That might prove too costly and may not be available. It would 
be better to rent an outside storage space at a much lower 
rental. Have you ever heard about condensing a file?
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D. No, what does that mean ?
H. Well, you take a set of working papers over a period of, say, four or 
five years, and extract the now unnecessary schedules such as 
petty cash, bank reconciliations, etc., and put the schedules to 
be retained in fewer folders. This should cut the filing space 
considerably.
M. Is there any standard rule to be followed in determining what 
schedules are to be retained?
H. No, this would depend upon the nature of the work. The con­
densing process should be done by one familiar with the assign­
ment, and not by an inexperienced file clerk.
F. What about the schedules removed?
H. These are destroyed; and while I am on the subject of destroying 
papers, I believe that an accountant is justified in destroying 
all of the work papers of a long lost client. This should be done, 
of course, only after careful consideration of the circumstances 
surrounding the previous engagements.
D. Let’s get back to some productive work. Here’s the typed report.
F. And not a staff man to check it.
H. I see the special report cover is there with it. Well, let’s check it 
ourselves. Who will take the pencil copies?
M. Let me have them. (Starts to read.)
H. Just a second, shouldn’t I be reading from the typed copy?
M. I think that the proof-reading should be done from the pencil 
copy in order to be sure of absolute registration.
H. That’s true. But if I read aloud from this typed copy. I ’ll be able 
to follow the words and figures much more attentively.
F. I ’ve heard that argued before.
H. It has always been an unsettled point in my mind.
M. I know a way to get some outside thoughts on the matter. Later 
I ’ll telephone Ned Petze and see what he has to offer on the 
subject.
D. I just heard some staff men come in, so I ’ll turn the report over to 
them for checking.
F. You had better have them read it both ways, so M cNab and 
Hadley will be satisfied.
H. Be sure to explain to the men about the special report cover. You 
know that they should put their initials in the section marked 
“ Proof-readers”  and under “ Computations.”
D . Yes, and I ’ll warn them to check the references carefully. While 
the report is being checked, will you tell us about that follow- 
up tickler or client’s-data card, McNab?
M. We referred to it under engagement record. The data required is 
obtained from that record and placed on a 3-by-5 or 4-by-6 card 
which is filed in tickler fashion to come up well in advance of 
the next tax or audit engagement. Separate tax ticklers may 
be necessary in some instances.
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Accountant’s Name............................................... For Week ending.............................. . 19 3 7
Address.............................................................
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Reg.
Time
Over
Time
Total Time Chargeable to Clients
Office
Total Accountant’s Time
Approved............................................................. Signed b y .......................................................
Expenses Analyzed
Expenses..............................................................
Check No..............................................................
Posted b y ............................................................
ACCOUNTANTS WEEKLY “RECAP” REPORT
D. Here’s the checked report. There was only one error which the 
typist was able to correct without retyping the entire state­
ment.
F. W hy didn’t you have them put in order and bound before the 
final approval is given ?
H. Don’t you think it best to leave them just as the typist completes 
them? Then if a change is to be made the sheets will be all to­
gether, making it much faster for the typist. We can look them 
over just as easy this way.
M. I have examined and signed the report.
H. Then we shall tie you down to that by putting your initials on 
the special report cover under the heading “ Approval.” 
Dorgan, will you have the report bound, and please see that 
our office copy is bound in the special report cover?
F. Keep the last copy here for our work-paper files.
H. I see you are filing and indexing the work papers, Finer. That’s a 
good idea to bind the pencil statements on top of all the other 
papers. I notice that the work copy of the typed report is 
clipped to the folder, and not bound in with the other papers.
F. This makes it more accessible.
H. What method should we use for indexing the work papers?
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M. I think that almost any method is suitable as long as one adopted 
method is followed out on each job.
H. T hat’s a good idea. Then no matter who works with the papers 
next, he will know the predetermined order in which they have 
been bound and indexed.
D. Here are the finished reports.
H. Let me have our office copy; that’s the odd-color copy. You see, 
now we have all the information on the inside front cover. We 
shall fill in today’s date under “ Date forwarded,”  and the 
engagement memo says that the three copies for the client are 
to be delivered to his house.
F. I ’ll be going that way shortly.
H. All right. I ’ll insert your initials under “ Delivered b y ”  opposite 
the first three copies. Even though you expect the client to be 
home, be sure to seal the report envelope. I think we should 
make this a hard and fast rule. Also we should always address 
the report to an individual.
D. I explained to the typist about typing the client’s name and date 
along the left-hand binding edge.
H. T hat’s fine. I don’t know if I explained to you about this. You see 
the office copy of the report is inserted in our files with the 
binding edge up. In this way the name is easily read and the 
report is located readily.
M. I have been looking over our finished report. It looks pretty good 
too. What kind of paper do we use and, say, the report looks 
just about the size of our letterhead.
H. The paper is the best quality bond paper that could be secured 
and light enough to give us a number of clear copies. The paper 
size is exactly the same as the standard letterhead, that is, 
8½ by 11 inches.
M. Any particular reason for this size?
H. Yes, I believe that most clients prefer the letter-size report, as it 
fits better in their own files. I understand too that this prefer­
ence has been expressed by many of the credit agencies for the 
same reason.
M. I ’ve heard that preference for letter-size reports was expressed by 
bankers pretty generally as the result of a questionnaire sent 
out some years ago.
D. Finer, I have your detailed time sheets for the first week you 
worked on the Henry Schmitt job. Where are the detailed 
time sheets and weekly recap for the second week?
F. I ’ve just finished them. Here they are.
M. M ay I see them ? I want to see how detailed they are.
D. Yes, you may look at them, but I must have them back to get 
the total time spent on this client.
H. T hat’s right, accountants really sell time to their clients.
M. Here’s Finer’s detailed time sheets and weekly recap. Do you 
need all that description, of work on the detailed time sheets?
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D. Yes, if you want to know just what work is being done on the 
client’s job. It also serves as a check that the audit program is 
being followed.
H. Can you tell what progress is being made on the job from the 
accountant’s time sheets ?
D. Yes. Finer’s time sheets for the first week showed that the audit 
program was about half complete.
M. Now that you have all our time sheets in, what do you do with 
them ?
D. I check the detailed time sheets to the weekly recap to make sure 
that they are all there, so that I can charge the client with all 
the time spent on the job.
H. W hat’s the weekly recap for? I ’d think that the detailed time 
sheets, sorted by clients, would be sufficient to charge the 
client with the total time.
D. T hat’s right, it would be sufficient, but the weekly time sheets 
show the accountant’s total time, and they are used as a basis 
for our weekly payroll. The weekly recap sheet also is a proof 
of the total time charged to all clients.
F. Don’t forget to pay me for the expenses detailed on the bottom 
of the weekly recap.
D. I ’ll try not to forget to pay you your expenses.
M. There doesn’t seem to be enough space for the expense analysis 
on the bottom of the weekly recap.
D. I f  not enough room on the front, you could use the back of the 
weekly recap for the expense analysis.
H. How do you know that all the time spent on a client is charged to 
him?
D. The total chargeable time shown on the accountant’s weekly 
recap is proved with the total time charged to the various 
clients by jobs.
M . Is a time summary of each client’s job made?
D. Yes, a separate sheet for each client is prepared on columnar 
paper, and all the time chargeable to this one client is posted 
to it.
F. Is all the time at the end of any period billed to the clients?
D. No, all the time is not billed, but it is all charged to the client.
H. W hat do you do with the time that isn’t billed?
D. We keep a record of it and will probably bill it the next period.
M. Isn’t that unbilled time really earned income? We’d advise our 
clients to be on a fully accrued basis, wouldn’t we?
D. Yes, it is really earned but not taken up as income until billed.
H. Wouldn’t that distort the income if  a big accounting job was 
done and not billed ?
D. Yes, it would. But we won’t have to worry about the big jobs 
until we get one to work on, then we’ll see a C .P .A . about set­
ting up a more complete system.
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H. I ’ve heard that some accounting firms accrue as income a fair 
proportion of unfinished jobs.
F. Well, this job is finished, so why not bill it?
D. I ’ve just completed summarizing the time spent on the Henry 
Schmitt job, it’s 300 hours of time.
M. Does that 300 hours include all the time spent by everybody 
including the juniors and the typists?
D. Yes, every hour we could possibly charge to the client.
H. Do you bill on an average-hour basis, or do you have a different 
rate for a partner, junior or typist?
D. We extend the time on a different per-diem basis for partners, 
juniors and typists’ time.
F. How much is the total bill charged to Henry Schmitt, Inc. ?
D. I haven’t completed the extensions.
M. Is a ledger sheet opened up for every customer billed ?
D . Yes, we keep an individual ledger sheet for each receivable.
M. That, apparently completes our first engagement and, incident­
ally, it also completes the firm’s work.
A United Profession and Its Current Problems
BY EDWIN H. WAGNER
O n e  N a t io n a l  O r g a n iz a t io n
A S  YOU all know, after years of earnest effort on the part of a group 
of members of the American Institute of Accountants and of the 
American Society of Certified Public Accountants, a merger was effected 
as a result of the plans submitted at a combined meeting held in Dallas 
last October.
A mail ballot was subsequently taken as of October 29, 1936, involving 
17 amendments to the by-laws of the American Institute of Accountants 
in connection with the merger. As a result of this ballot 12 of these amend­
ments were declared effective as of November 21, 1936, and 5 as of No­
vember 30, 1936.
The transfer of 1,400 members of the Society to the Institute was com­
pleted in December, 1936, leaving less than 100 members who had not 
elected to transfer up to the end of the year. At this date, however, there 
are only some 60 American Society members who have not been trans­
ferred and at April 1, 1937, the combined membership of the Institute 
was 4,674, consisting of 3,882 members and 792 associates.
As of December 3 ,  1936, all members of the Institute were requested to 
ballot by mail on the proposition to change the name of the organization 
to American Institute of Certified Public Accountants.
This amendment did not carry.
Likewise, plans Nos. 1 and 2 relating to method of election of members 
of council were defeated.
While there is naturally a difference of opinion in respect of the change 
of name, personally I don’t think it is a matter of grave importance.
The main arguments, I believe, against changing the name is the elon­
gation of the title due to insertion of the words “ Certified Public,"  and 
also the expense and trouble of engraving and issuing approximately 
4,700 new certificates; also, that the name “ American Institute of Ac­
countants” has been so firmly established in the minds of the public.
C o n d it io n  o f  t h e  I n s t it u t e
Since the Institute is now the only national organization of certified 
public accountants, its affairs and acts are of interest to all certified public 
accountants. What it does may affect the practice of non-members as 
well as members, and everyone should keep reasonably informed of its 
plans and activities.
N o t e— Escerpts from addresses before state societies of certified public accountants in  the mid-west. Mr. Wagner is a  
vice-president of the American Institute of Accountants.
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Membership at April 1, 1937, as heretofore stated, was 4,674, of which 
number 3,882 are members and 792 associates.
Consolidated budget of 1936-37 provides for expenditures of $126,258 
and the revenue will be sufficient to meet the expenditures.
Real and personal property and endowment funds owned by the In­
stitute aggregate $300,000.
Thirty-six committees have been elected or appointed covering almost 
every field in which the certified public accountant is interested. Duties of 
committees have been clearly defined and a written copy put in the hands 
of each committee member.
The program of activities for 1936-37 has been published, and a copy 
mailed to each member of the Institute.
A d v i s o r y  C o u n c i l  o f  S t a t e  S o c i e t y  P r e s i d e n t s
The Advisory Council of State Society Presidents is a most important 
adjunct to the national body.
It provides for continuing close relations between state and national 
groups.
It is tremendously important in coordinating the work of the profession 
and permitting simultaneous consideration of current problems.
Illustrations:
1. Natural business year. Through the efforts of the Institute and
state groups this movement is making progress in all parts of the
country.
2. Better opportunity for standardizing state legislation than ever
before.
3. Exchange of information on matters of interest and prompt action
when extremely necessary.
I m p o r t a n c e  o f  S t a t e  S o c i e t i e s
The Institute believes that every certified public accountant should 
join a state society first and then the national organization, and should be 
identified with local fellow practitioners.
State societies are closer to actual practice in each territory than the 
national body can be.
Through more frequent meetings the state societies can develop and 
coordinate the thought of its members more effectively than the national 
organization.
Matters to which state societies should continually give careful atten­
tion may be summarized as follows:
1. E thics— In order to preserve public respect for the profession no 
practitioner should be permitted to indulge in poor work, fraud or 
unprofessional actions.
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2. Legislation —  State societies must jealously guard C.P.A . standards
and fight to the limit against efforts by unaccredited practitioners 
to secure certificates by waiver.
3. Education —  Societies of practitioners should take greater interest
than heretofore in developing university courses along sound lines 
to train practitioners for professional accounting. Until this is 
done it is not practicable to require a college degree as a prerequis­
ite for a C .P .A . certificate.
4. Relations with the public —
1. State societies can do much to increase public respect for ac­
countancy by inviting speakers from other professions and 
groups, and by providing speakers at meetings of other 
groups.
2. Distribution of reprints of articles of general interest written by
accountants, say, from The Journal of Accountancy or other 
magazines, may produce favorable impression.
3. Cooperation with state government authorities and business
groups, such as bankers and credit men, on problems related 
to accounting will increase prestige.
4. Great care should be taken to avoid trespass on other fields,
such as practice of law.
How T h e  I n s t i t u t e  C a n  H e l p  S t a t e  S o c i e t i e s
1. Provide technical information through committees or information 
bureau.
2. Provide advice on legislation, education, public relations, ethics and 
other matters through committees picked from among the most promising 
practitioners of the country as a whole.
3. Through The Journal of Accountancy and T h e  C e r t i f i e d  P u b l i c  
A c c o u n t a n t  maintain a forum for the passage of views on any and all 
subjects related to accountancy. Urge officers and members of state so­
cieties to submit to both Institute magazines any matter which they feel 
might be of interest to others and to regard those magazines as a clearing 
house for the expressions of their individual opinions on matters of im­
portance.
G e n e r a l  P r o b l e m s  o f  t h e  P r o f e s s i o n
I think you will all agree with me when I say that the accounting pro­
fession has progressed more in the past ten years than it had in the prior 
thirty years. The first real impetus came in 1917, after the enactment of 
the complicated income-and-excess-profits-tax law.
In recent years our work has been recognized to a much greater extent 
than heretofore and late legislation has been responsible for introducing 
new problems and imposing additional duties upon accountants, the per­
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formance of which I dare say compels us to deeper and more intensive 
study of accounting theory and principles.
What are some of these problems?
Measuring up to the heavy responsibilities imposed by Securities and 
Exchange Commission, stock exchanges, recognition by bankers, by the 
Treasury Department, etc. Recognition has come so quickly that prepara­
tion of the profession has been hurried and great care must be exercised to 
prevent falling down on the job.
General recognition of a certified public accountant as a member of 
learned profession. In the main this will follow achievement but it can be 
expedited by planning and by intelligent activities on the part of organiza­
tions designed to present the profession in the light of its proper impor­
tance.
Henry H. Heimann, in his article which appeared in the April issue of 
The Journal of Accountancy entitled “ Will We Ever Learn?” , in referring 
to the Robinson-Patman bill, stated that it stands for one of the uncer­
tainties in business and that to accountants it seems to offer opportunities 
for a widening of the scope of their work.
He further stated that in the next 10 years we are going to have a new 
type of sales engineering which he believes will be based on a better ac­
counting analysis. One concern, he stated, this past year reduced its cus­
tomer accounts from 30,000 to 14,000. By segregating its business within a 
restricted area, after an accounting analysis of all its customers and the 
cost of sales and service to those customers, this reduction in accounts 
was effected. The volume dropped but 7 per cent but profits actually in­
creased 15 per cent to 18 per cent.
In Mr. Heimann’s opinion, accountants do not go far enough in the 
scope of their work. I f  any business practice has been going on for 20 
years it should be the subject of inquiry. We should approach all business 
practice of 20 years’ experience with suspicious minds and ask ourselves 
“  Is there any way in which this thing can be altered or improved, or is 
there any way that it can be brought up more nearly abreast of the 
times?”
In this respect I have one particular instance in mind, and it appertains 
to one of our large merchandising concerns.
For many years this concern was operated very profitably, but ever 
since the depression the losses piled up to a startling figure.
The directors were puzzled to know what to do in order to turn the tide.
One day an accountant was called in for a conference as he had been 
highly recommended by several other concerns whose problems he had 
solved.
This accountant’s services were engaged for the purpose of making a 
complete survey of the operations and for recommendations. When I 
learned of the engagement I knew that the proper solution of the problems
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of this concern would be the result, for I knew the accountant well and 
was quite aware of his keen analytical mind and dynamic energy.
He submitted his report, which was carefully studied by the officers and 
board o f directors. The final decision was approval of the report and en­
gagement of this accountant as directing head of the organization.
W hat did this man do?
After a complete analysis and study of every phase of the business he 
proceeded to discard certain departments and branches of the business 
which were decidedly unprofitable. Naturally the sales fell off, but the 
losses for the first period under the new management were greatly reduced. 
In the succeeding year the operations resulted in a substantial profit. For 
the year 1936 the net profits rose to over $4,000,000, and for the first 
quarter of this year the net earnings were over $600,000, which was the 
first time since the concern’s stock was listed that a profit has been shown 
in the first quarter.
This example should serve as food for thought to all o f us. We should be 
more analytical in our examinations, so that we will be in a position to 
advise our clients what to do, which in my opinion, is more important 
than what has been done.
A c c o u n t a n t s  a n d  t h e  S.E.C.
Every accountant should read the editorial in the February issue of 
The Journal of Accountancy in respect of problems facing accountants in 
their relations with the Securities and Exchange Commission. “ Both the 
profession and the commission have an extraordinary opportunity to serve 
the investing public and they share a grave responsibility,”  says the edi­
tor of that publication.
One of the problems of the commission is to differentiate between the 
qualified and the unqualified practitioner.
The commission has found that accountants have departed from what 
the commission believed to be generally accepted principles of accounting. 
While most of the cases seem to be attributed to the unqualified practi­
tioner, we know of many instances where qualified practitioners are not all 
in agreement as to accepted principles of accounting.
In my opinion, it is extremely important that those accountants who 
have prepared various forms for registration of securities on the various 
exchanges keep closely in touch with the releases of the Securities and 
Exchange Commission and in particular with stop orders. The reasons 
for issuance of stop orders are of vital interest and may reveal some lack 
of adherence to accepted principles of accounting or some other trans­
gression of which we should be informed.
It would take an entire evening to discuss the problems confronting the 
accountants in respect of practice before the Securities and Exchange 
Commission, but I trust that the points introduced in this paper will at
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least reveal the necessity of using the utmost care in the preparation of 
information for the use of the commission.
It seems to me that I owe you all an apology for this lengthy paper, 
but volumes can be written on the problems before us.
I have not told you anything new, but it has been my endeavor to 
refresh your memories and awaken you to the wonderful possibilities of 
the accounting profession, and again I ask you to put on a united front. 
We now have a strong organization composed of the leading accountants 
of the United States. Our committees have been augmented and the 
members of these committees are working hard in their endeavors to 
solve the problems confronting them for the benefit of the membership at 
large. Let us unite with them and give them and the officers of the Insti­
tute our wholehearted support.
We can now all work together for the good of a great united profession.
News of the West
On Sundays the airports are becoming places of amusement. Throngs 
of men, women and children park their cars to watch the ships land and 
take off. Vast quantities of peanuts and ice-cream cones are consumed 
while the loud speakers dispense dance music between aeronautical an­
nouncements. Under the candid gaze of hundreds of spectators, some of 
whom no doubt hope secretly for a crack-up, the passengers saunter about 
self-consciously, feeling faintly heroic, but trying not to show it.
Flight 15 leaves Newark at 4 p .m . Over the forbidding Alleghanies, the 
luxuriant farm lands of Ohio and Indiana, down at Pittsburgh, Columbus, 
Indianapolis, it reaches St. Louis at about 10 p .m . central time.
Conditions in St. Louis, and the views of the certified public account­
ants there, are astonishingly like those to be found in Kansas City, Tulsa, 
Albuquerque, Phoenix, Los Angeles, San Francisco, Portland, Seattle, 
Spokane, Boise, Salt Lake City, Cheyenne, Denver. Generally speaking, 
the accountants throughout the west (and for that matter in the east, no 
doubt) are thinking about the same things and feel very much the same 
way about them.
A c t i v i t y
Business is good everywhere. St. Louis manufacturers, Arizona crops, 
San Francisco trade, Utah and Colorado mines, seem to be thriving.
Accountants have had their busiest year for a long time and the most 
prosperous one. The tax on undistributed profits, windfall-tax contro­
versies, S.E.C. registrations, social security, Robinson-Patman act prob­
lems, have piled extra work upon them, while the regular practice 
increases rapidly with improved business conditions. The winter has se­
verely tried the health of many practitioners and there are general signs of 
exhaustion, for which new Packards and Buicks are only partial com­
pensation.
S c a r c i t y  o f  A s s i s t a n t s
There is a drought of trained staff men. Good assistants available for 
employment are scarcer than rain in Albuquerque. The government has 
absorbed many certified public accountants and few new men were trained 
during the depression. Many firms of moderate size have had to refuse 
work because there were no men available to do it.
N a t u r a l  B u s i n e s s  Y e a r
These factors, in addition to increasing difficulty in securing extensions 
for filing income-tax returns, have greatly heightened interest in the
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natural-business-year campaign. It is generally realized, perhaps more 
clearly than ever before, that the congestion caused by calendar-year 
closings creates an impossible situation for all concerned. Everywhere the 
Institute is asked to continue, even to increase its efforts to remedy this 
condition.
R e l a t i o n s  w i t h  t h e  B a r
Throughout the west there is great interest in cooperation with the bar. 
All certified public accountants work frequently with attorneys and are 
on the best o f terms with them. It is realized that the two professions have 
much in common, and the state societies of certified public accountants 
are quite ready to work with local bar associations on problems common to 
both groups.
S.E.C.
Though many practitioners have as yet not been called upon to sign 
reports for purposes of registration statements under the securities acts, 
there are in each community a few who have done so. Everyone under­
stands that the procedure and precedents established by the commission 
are of signal importance to the profession, and the work of the Institute's 
committee on cooperation with the S.E.C. is followed with keen interest.
M u n i c i p a l  A u d i t s
To some extent throughout the west, but particularly in the less thickly 
populated states, state, county and municipal governments are an impor­
tant source of accounting engagements. The blight of competitive bidding, 
however, leads to low fees for municipal audits, which in turn not infre­
quently result in unsatisfactory work and a good deal of ill feeling among 
all concerned. There is considerable interest in the work of the National 
Committee on Municipal Accounting, and some hope that if its standard 
specifications for municipal audits become widely recognized, the evils of 
competitive bidding may be abated.
P u b l i c  E d u c a t i o n
Through the west there are many accountants who are highly sensible 
that the public does not fully understand their profession or their work. 
There is a strong feeling that some effort should be undertaken to remove 
misunderstanding and ignorance of accountancy. The subject has been 
discussed at some length at many meetings, generally with the conclusion 
that accountants, themselves are not equipped to formulate or carry out 
a pretentious program of public relations and that they should seek expert 
advice in this field.
O n e  N a t i o n a l  O r g a n i z a t i o n
Considerable enthusiasm for the one national organization and sincere 
hope for its complete success seem to be universal. There is a noticeable
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resurgence of interest in the state societies, which is partly attributable to 
the removal of misunderstanding and divergent aims which has been ac­
complished through the merger of the two national accountancy societies. 
The spirit everywhere is excellent and there is no question that the pro­
fession intends to give the enlarged Institute every opportunity to prove 
what it can do.
Particular interest is evident in the publications— The Journal of A c­
countancy and T h e  C e r t i f i e d  P u b l i c  A c c o u n t a n t — and the means they 
provide for interchange of thought among practitioners in different parts 
of the country. The bureau of information and the library are also re­
garded as of particular value by members at a distance from national 
headquarters.
M any certified public accountants from the West are planning to at­
tend the fiftieth anniversary celebration in New York next October. Al­
most every state west of Kansas City will be well represented.
J. L. C.
American Institute of Accountants
Fiftieth Anniversary Celebration
Plans for celebration of the Insti­
tute’s fiftieth anniversary at New York 
October 18th to 22nd are progressing 
steadily and recent developments bear 
out earlier indications that the meeting:
 will be of outstanding importance to 
the profession. A number of eminent 
accountants of other countries have 
accepted invitations to attend. A 
tentative program will soon be pub­
lished in this bulletin.
Replies to the questionnaire sub­
mitted to the membership on April 15th 
have not been numerous enough to 
permit the Institute’s special commit­
tee on fiftieth anniversary celebration 
to estimate the probable attendance at 
the celebration. All those who have not 
indicated whether or not they expect 
to attend are urged to do so at once.
Several hundred members and guests, 
however, have expressed their inten­
tion of staying at the Waldorf-Astoria.
The following preferential daily rates 
are offered by the Waldorf-Astoria to 
members and guests during the period 
of the celebration:
Single rooms......... $5.00, $6.00, $7.00
Twin-bedded rooms. 8.00, 9.00, 10.00
Since the demand for rooms is al­
ready large it is suggested that mem­
bers make reservations at their earliest 
convenience by writing direct to 
Mr. Joseph Bowling,
The Waldorf-Astoria,
New York, N. Y.
The Institute’s office is not arrang­
ing hotel reservations for members un­
less specifically requested to do so.
Institute’s Representatives Visit 
State Societies
During the month of May represent­
atives of the Institute visited state so­
cieties of certified public accountants 
in 17 states.
Edwin H. Wagner, of St. Louis, vice- 
president of the Institute, attended 
special meetings of state societies held 
at Detroit, Milwaukee, Minneapolis 
and Omaha. The general text of Mr. 
Wagner’s remarks at these meetings is 
published on page 15 of this bulletin.
Charles F. Rittenhouse, of Boston, 
vice-president of the Institute, was 
guest speaker at a meeting of the Illi­
nois Society of Certified Public Ac­
countants held June 1st at Chicago. 
Mr. Rittenhouse discussed the program 
of the Institute as it has developed 
since the merger with the American 
Society, and dealt particularly with op­
portunities for cooperation between the 
Institute and the state societies. Victor 
H. Stempf, of New York, chairman of 
the Institute’s committee on federal 
taxation, appeared on the same pro­
gram and presented a paper entitled 
“ Corporate reorganizations.”
John L. Carey, secretary, visited St. 
Louis, Kansas City, Tulsa, Albu­
querque, Los Angeles, Phoenix, San 
Francisco, Portland, Seattle, Spokane, 
Boise, Salt Lake City, Cheyenne and 
Denver. Further details regarding his 
trip will be found on pages 21 and 27.
George P. Ellis, of Chicago, chair­
man of the Institute’s special commit­
tee on governmental accounting and 
member of the National Committee on 
Municipal Accounting, travelling un­
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der the auspices of the national commit­
tee, spoke on governmental accounting 
at Minneapolis, Boise, Seattle, Port­
land, San Francisco, Los Angeles, Salt 
Lake City, Casper and Denver.
J. K. Mathieson, of Philadelphia, a 
member of the Institute’s executive 
committee, represented the Institute 
officially at a joint meeting of the Vir­
ginia Society of Certified Public Ac­
countants and the North Carolina 
Association of Certified Public Ac­
countants, held at Richmond May 21st 
and 22nd. Mr. Mathieson, in an address 
to the meeting, discussed the effective­
ness of the merger of the Institute with 
the American Society of Certified Pub­
lic Accountants, and described activ­
ities of the Institute of particular 
interest to the state societies.
E d w in  H. W a g n e r
Detroit— Mr. Wagner arrived at De­
troit on April 29th and had luncheon 
with C. M. Laux, vice-president of the 
Michigan Association of Certified Pub­
lic Accountants, and J. E. Borland, 
secretary of the association. At a dinner 
meeting that evening at the Detroit 
Leland hotel he was the principal 
speaker, and spoke on the subject, “ A 
united profession and its current prob­
lems.” Following his address there was 
open forum discussion of Institute ac­
tivities and professional matters. D. W. 
Springer, secretary of the Michigan 
state board of accountancy, then spoke 
briefly on legislative matters and activ­
ities of the state board.
A special invitation had been issued 
to all certified public accountants of the 
state and the attendance totalled more 
than 60. Mr. Laux presided.
Milwaukee— On May 3rd Mr. Wag­
ner was the guest of the Wisconsin So­
ciety of Certified Public Accountants 
at a luncheon meeting held at the Mil­
waukee Athletic Club. There he again
discussed the program of the Institute 
and its relation to practising account­
ants throughout the country. Approxi­
mately 70 were in attendance and Carl
E. Dietze, president of the society, 
presided.
Minneapolis— Mr. Wagner arrived 
at Minneapolis in the evening of May 
3rd and at noon the next day attended a 
meeting of the Minnesota society at the 
Minneapolis Athletic Club where he 
again spoke on Institute activities and 
professional matters. Approximately 
50 were present, and Earl A. Waldo, 
president of the society, presided.
In the evening of the same day Mr. 
Wagner spoke briefly at a meeting at 
the Curtis Hotel at which Mr. Ellis 
made the principal address.
Omaha— On May 6th Mr. Wagner 
was the guest of the Nebraska Society 
of Certified Public Accountants at a 
meeting held at the Paxton hotel. Ap­
proximately 26, including four mem­
bers from Lincoln, attended. Mr. Wag­
ner’s talk was followed by an hour of 
questions and answers. Henry C. 
Moehler, president of the Nebraska 
society, presided.
G e o r g e  P. E ll is
Minneapolis— Mr. Ellis’s first visit 
was at Minneapolis, where on May 4th 
he addressed a large meeting of mem­
bers of the Minnesota Society of Certi­
fied Public Accountants and members 
of the Institute, as well as municipal 
finance officers and others interested in 
municipal accounting problems, to 
whom special invitations had been is­
sued. The meeting was held at the 
Curtis hotel and Earl A. Waldo, presi­
dent of the state society, presided. As 
reported elsewhere, Mr. Wagner, vice- 
president of the Institute, spoke briefly 
on this program. Mr. Ellis discussed 
the work of the National Committee on 
Municipal Accounting and the Insti­
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tute’s special committee on governmen­
tal accounting, stressing the obligation 
of public accountants to use their in­
fluence in raising the standard of ac­
counting for public funds. He pointed 
out that, while great improvement has 
been made during the past five years, 
both in the accounting procedure fol­
lowed by municipalities and in the 
caliber of men who are appointed as 
municipal finance officers, there is still 
much to be done before taxpayers are 
assured of full measure of protection in 
the disposition which is made of public 
funds.
Boise— On May n th  Mr. Ellis spoke 
at a meeting of the Idaho Society of 
C. P. A’s and at a luncheon sponsored 
by the Boise chamber of commerce. 
The public was invited. Mr. Ellis again 
discussed municipal accounting and 
finance, and urged that accountants do 
their part as auditors to maintain the 
proper control of public funds and that 
the public use its influence to assure 
that offices charged with financial re­
sponsibility in municipal government 
are filled by men of the highest quality.
Seattle— Mr. Ellis addressed certi­
fied public accountants and others at a 
meeting at the Olympic Club on May 
14th, urging that accountants give full 
support to the program of the National 
Committee on Municipal Accounting, 
which is sponsored by the Institute and 
other organizations. The meeting was 
called by the Seattle chapter of the 
Washington Society of C. P. A’s.
Portland—A special luncheon meet­
ing of members of the Oregon State 
Society of Certified Public Accountants 
was held on May 15th to hear Mr. 
Ellis. Municipal finance officers and 
others interested in governmental ac­
counting were invited. He stressed the 
fact that expenditures of local govern­
ments were now four times greater 
than at the turn of the century and that
there was a correspondingly greater 
need for integrity in public office and 
for strict accounting of public funds. 
Municipal accounting, he said, is a 
profession charged with a social obliga­
tion. After a visit to Bonneville Dam, 
Mr. Ellis departed for California.
San Francisco— On May 17th Mr. 
Ellis addressed members of the San 
Francisco chapter of the California 
State Society of Certified Public Ac­
countants and others who had been 
invited, again discussing the attempt 
which is being made to raise the stand­
ard of municipal accounting.
Los Angeles— Mr. Ellis spoke at a 
noon meeting attended by members of 
the University of Southern California 
faculty, certified public accountants of 
the Los Angeles chapter, municipal offi­
cers and members of Beta Alpha Psi. 
A special meeting of the Los Angeles 
chapter of the National Association of 
Cost Accountants was held on the same 
day to hear Mr. Ellis.
Salt Lake City— At Salt Lake City 
on May 22nd Mr. Ellis addressed a 
meeting of the Utah Society of Certified 
Public Accountants at the New House 
hotel. Frank L. Ostler, president of the 
society, presided. Samuel F. Nicholls, 
Salt Lake City auditor, spoke briefly 
as a representative of the Municipal 
League of Utah Accountants.
Casper—The Wyoming Society of 
Certified Public Accountants and the 
Casper chamber of commerce coop­
erated in holding a luncheon meeting on 
May 24th to hear Mr. Ellis discuss the 
need for improvement in municipal 
accounting.
Denver— Mr. Ellis closed his speaking 
tour with an address to members of the 
Colorado Society of Certified Public 
Accountants and others at the Denver 
Athletic Club on May 25th. He stressed 
the need for adequate municipal cost 
accounting and for independent audit­
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ing of the accounts of municipal finance 
officers.
J o h n  L. C a r e y
St. Louis— The secretary of the In­
stitute was entertained at luncheon in 
St. Louis, Monday, May 10th, by Dan­
iel M. Sheehan, president, and other 
officers and directors of the local chap­
ter of the Missouri Society of Certified 
Public Accountants. In the evening a 
dinner meeting was held at the Mis­
souri Athletic Association, attended by 
about 50 of the chapter members. Mr. 
Sheehan presided.
Kansas City— Parry Barnes, presi­
dent of the Missouri Society of Certified 
Public Accountants, and Francis R. 
Brodie, president of the Kansas City 
chapter, with a group of their asso­
ciates, entertained the secretary at 
luncheon at the Kansas City Club, 
May 11th. At a dinner meeting in the 
club in the evening about 35 members 
of the chapter were present. New chap­
ter officers were elected, whose names 
will be found under “ Meetings and 
Elections.”
Tulsa— The secretary was a guest at 
a joint luncheon of the Oklahoma City 
and Tulsa chapters, Oklahoma Society 
of Certified Public Accountants, at the 
Mayo hotel, Tulsa, Wednesday, May 
12th. Nearly 60 members of the Okla­
homa society and members of their 
staffs were present. In the absence of 
Charles E. McCune, president of the 
Tulsa chapter, Lewis W. Bennett, vice- 
president, presided. During the after­
noon the secretary met with Oscar R. 
Davis, president of the Oklahoma so­
ciety, and other officers and directors 
for informal discussion of the manner 
in which the state and national organ­
izations might cooperate to the best 
advantage.
A dinner meeting was held at the 
Tulsa club at which Mr. Bennett intro­
duced Mr. Davis, who acted as toast­
master. The meeting was restricted to 
members of the Oklahoma society, of 
whom about 35 were present.
Albuquerque— At Albuquerque, mem­
bers of the New Mexico Society of 
Certified Public Accountants and mem­
bers of their staffs, about 15 in number, 
entertained the secretary at a dinner at 
Romero’s Inn. In the absence of R. D. 
Jones, president of the New Mexico 
Society, J. Bryan Stephenson, past 
president, presided at the meeting 
which followed.
Los Angeles—One hundred and twenty 
members of the Los Angeles chapter, 
California State Society of Certified 
Public Accountants, attended a dinner 
meeting at the Los Angeles Athletic 
Club on Monday evening, May 17th. 
James K. Gregory, president of the 
chapter, occupied the chair. Mr. Greg­
ory had entertained the secretary at 
luncheon on the same day.
Phoenix— The Phoenix meeting oc­
curred on the evening of May 18th at 
the Arizona Club. About 20 persons 
were present. James A. Smith, presi­
dent of the Arizona Society of Certified 
Public Accountants, presided.
San Francisco— On Wednesday, May 
19th, the secretary was a guest at a 
dinner in honor of John F. Forbes, past 
president of the Institute and chairman 
of the California State Board of Ac­
countancy, at the Bohemian Club. 
Thirty-three certified public account­
ants were present and 33 guests, the 
latter including many prominent busi­
ness men, bankers, and representatives 
of financial institutions and the bench. 
Anson Herrick, president of the Cali­
fornia State Society of Certified Public 
Accountants acted as toastmaster and 
the speakers were Henry Rand Hat­
field of the University of California and 
Paul F. Cadman, economist.
On the following day Norman L.
28 The Certified Public Accountant
McLaren, member of council of the 
Institute, gave a small informal lunch­
eon at the Pacific-Union Club at which 
the secretary met several of the Insti­
tute’s members in San Francisco. On 
the evening of May 20th the San 
Francisco chapter held a dinner meet­
ing at the Commercial Club at which 
the secretary was a speaker. Robert 
Buchanan, president of the chapter, 
occupied the chair. Mr. Forbes, as past 
president of the Institute, was also 
called on and many others participated 
in the discussion which followed. About 
50 members of the chapter were 
present.
Portland—J. C. Goldrainer, presi­
dent of the Oregon State Society of 
Certified Public Accountants, was host 
at a luncheon at the Benson hotel, May 
24th, attended by officers and directors 
of the state society and the secretary of 
the Institute. In the evening a group of 
40 persons composed of members of the 
Oregon society and members of their 
staffs attended a dinner meeting.
Seattle— The honorary accounting 
fraternity of Beta Alpha Psi, Univer­
sity of Washington chapter, held its 
annual banquet at the Washington 
Athletic Club, Seattle, Tuesday eve­
ning, May 25th. Just prior to the ban­
quet the secretary of the Institute was 
initiated as an honorary member of the 
fraternity. At the banquet Tracy Grif­
fin, attorney, was introduced as toast­
master by Julius Roller, chairman of 
the chapter. S. J. Coon, dean of the 
school of commerce at the University, 
spoke on the purposes of university 
training in technical subjects and the 
value of undergraduate organizations 
such as Beta Alpha Psi. James M. 
McConahey, former vice-president of 
the Institute, then introduced the 
secretary, who spoke on the opportuni­
ties for well trained men in accountancy 
and the possible future of the profession.
On Wednesday, May 26th, the Seat­
tle chapter, Washington Society of 
Certified Public Accountants, held a 
dinner meeting at the Washington 
Athletic Club. Edward F. Chabot, 
president of the chapter, presided. 
George E. Winter of Vancouver, presi­
dent of the Dominion Association of 
Chartered Accountants, was a guest at 
the meeting. Following brief remarks 
by the secretary of the Institute, Mr. 
Winter was called upon and spoke of 
the problems of the profession in 
Canada. General discussion ensued. 
Election of chapter officers was held 
and the results are reported under 
“ Meetings and Elections.” Earlier in 
the day the secretary of the Institute 
had conferred with Neil Sexton, presi­
dent, and Edward P. Tremper, Jr., 
secretary, of the Washington society, 
on means of cooperation between the 
state and national groups.
Spokane— The secretary was a guest 
at a dinner meeting of the Spokane 
chapter of the Washington society at 
the Davenport hotel, Thursday eve­
ning, May 27th. R. Jackson Wortman, 
president of the chapter, presided. 
About 18 Spokane certified public ac­
countants were present, including Eus­
tace LeMaster, member of council of 
the Institute.
Boise— Six certified public account­
ants of Boise, including James Munro, 
president, and J. W. Robinson, secre­
tary, of the Idaho Society of Certified 
Public Accountants, entertained the 
secretary of the Institute at dinner at 
the Owyhee hotel, Boise, Friday eve­
ning, May 28th.
Salt Lake City—A dinner meeting of 
the Utah Association of Certified Pub­
lic Accountants was held at the hotel 
Utah, Salt Lake City, on the evening of 
May 29th. About 35 members were 
present. Frank L. Ostler, president of 
the association, occupied the chair and
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Lincoln G. Kelly, member of council, 
introduced the secretary of the In­
stitute.
At luncheon on the same day officers 
and directors of the Utah association, 
as well as the secretary of the Institute, 
were guests of Mr. Kelly at the Alta 
Club.
Cheyenne— On May 31st the secre­
tary lunched with Hosea M. Hantz, 
secretary of the Wyoming state board 
of accountancy, at the Plains hotel, 
Cheyenne. Part of the afternoon was 
devoted to discussion of professional 
problems.
Denver—The secretary accompanied 
a group of Colorado certified public 
accountants who visited the state 
capitol in the morning of June 1s t  to 
witness the signing of the new ac­
countancy act by the governor, Teller 
Ammons. The pen with which the act 
was signed was presented to the Colo­
rado Society of Certified Public Ac­
countants.
Officers and directors of the society 
gave a luncheon for the secretary of the 
Institute at the Denver Club on the 
same day.
In the evening a meeting of the 
society, attended by about 25 members, 
occurred at the club. Arthur F. Bald­
win, president of the Colorado society, 
presided, and Ralph B. Mayo intro­
duced the secretary.
At the various meetings the secretary 
spoke, usually for about half an hour, 
on the present structure and program 
of the American Institute of Account­
ants, its need for the cooperation of the 
state societies and several current prob­
lems of the profession. In each case the 
meeting was thrown open for informal 
discussion and questions, which occu­
pied anywhere from one to three hours.
Statistics on C.P.A. Examinations
At a meeting of the Massachusetts 
Society of Certified Public Accountants 
held April 26th at Boston, George T. 
Finnegan, secretary of the Massachu­
setts Board of Registration of C.P.A’s, 
presented interesting statistics on the
C.P.A. examinations of his state, among 
which were the following:
1936 examination
Number of candidates............  112
Examined in all three subjects. 95
Sitting for the first time.........  61
Passed all subjects..................  13
Passed remaining subject of
previous condition............... 10
Total qualified for certificate.. 23
Of the thirteen successful in all sub­
jects, eight were sitting for the first 
time, two for the second time, two for 
the third time and one for the fourth 
time. One of the unsuccessful candi­
dates was sitting for the fifteenth time, 
one for the seventh, two for the sixth 
and three for the fifth.
Of the sixty-one new candidates pre­
senting themselves for examination 
before the Massachusetts board in 
1936, fifty-three held college degrees. 
Thirteen were Harvard men, thirteen 
from Boston University, twelve from 
Northeastern and two from Boston 
College, all local institutions. Dart­
mouth provided four graduates, the 
University of Michigan two and several 
others one each. The average age of the 
candidates at the 1936 examination 
was 30 years. The oldest was 40 and the 
youngest 21.
Mr. Finnegan stated definitely that, 
while there are no specific reciprocity 
provisions in the Massachusetts law, 
an implied power is vested in the board 
to grant certificates without examina­
tion to certified public accountants of 
other states whose qualifications are 
equivalent to those required in Massa­
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chusetts. He said that Massachusetts 
had already recognized the certificates 
of nine other states: New York, Penn­
sylvania, California, Indiana, Washing­
ton, North Carolina, New Hampshire, 
Michigan and Rhode Island.
He said it was unfortunate that the
state board could not keep an accurate 
list of persons practising as certified 
public accountants in Massachusetts, 
and suggested that perhaps a legisla­
tive requirement of annual registration, 
in order to keep certificates in good 
standing, would remedy this defect.
Election of Members
In the absence of protest, the presi­
dent has declared elected, as members 
and associates respectively, 59 appli­
cants whose election had been recom­
mended by the board of examiners and 
approved by mail ballot.
Following are the new members and 
associates:
A d v a n c e d  t o  M e m b e r s h ip
Wallace W. Willard, Hartford, Conn.
A d m it t e d  a s  M e m b e r s
Paul M. Anderson, New York, N. Y. 
Andrew W. Barr, Detroit, Mich.
L. I. Boone, Louisville, Ky.
Richard A. Bottenfield, Los Angeles, Cal. 
A. Louis Brainen, Passaic, N. J.
J. Bernard Brown, Louisville, Ky. 
Andrew J. Bulloch, Detroit, Mich. 
Burton L. Chadwick, Boston, Mass. 
Carlton N. Chandler, Boston, Mass. 
Frank M. Dahne, New York, N. Y. 
Clarence I. Drayton, Jr., Manchester, 
N.H.
Harrison R. Drew, Philadelphia, Pa. 
David Ehrman, New York, N. Y. 
Edwin J. Ellig, Cincinnati, Ohio 
Max M. Epstein, Hartford, Conn. 
Abbott B. Foster, Boston, Mass. 
Benjamin Grund, New York, N. Y. 
Charles L. Holmes, Boston, Mass. 
George W. Jenner, Milwaukee, Wis. 
John J. Keane, New York, N. Y.
John H. Keig, New York, N. Y. 
Myron Stuart Kem, Dayton, Ohio 
Charles Kentor, Denver, Colo.
Irving L. Kornblut, Bridgeport, Conn.
Edward L. Lawson, New York, N. Y. 
Horace A. Mann, Boston, Mass.
W. Foster McKenney, Louisville, Ky. 
Arthur S. Purdy, Detroit, Mich.
Paul W. Quigley, Wilmington, Del. 
Frank P. Rossi, New York, N. Y. 
Taylor H. Seeber, Detroit, Mich. 
Samuel Singer, Syracuse, N. Y.
Francis C. Thomas, Los Angeles, Cal. 
J. Ralph Toepfer, Buffalo, N. Y. 
Harry Weinberg, Hoboken, N. J.
A d m it t e d  a s  A s s o c ia t e s
Lemuel Altschul, Norfolk, Va.
Harry J. Boyd, Pittsburgh, Pa.
Arthur H. Bowen, Kansas City, Mo. 
Theodore Corey, Newark, N. J.
Fay J. Downie, Oklahoma City, Okla. 
Peter Freedman, New York, N. Y. 
Albert A. Gombar, Washington, D. C. 
H. A. Hanson, Honolulu, T. H.
Roy A. Kissner, Milwaukee, Wis. 
Eugene B. Klyce, Wailuku, Maui, 
T. H.
Charles S. Lowrimore, Wilmington, 
N. C.
H. I. MacLean, Philadelphia, Pa. 
Lucian L. Newberry, Manitowoc, Wis. 
John F. Prescott, Raleigh, N. C. 
Harold R. Price, Pittsburgh, Pa. 
Lowell Stanley, Long Beach, Cal. 
Herbert E. Stephenson, New York, 
N. Y.
Harrar W. Taylor, Louisville, Ky. 
Charles G. Thedieck, Suffolk, Va. 
Charles W. Tucker, Boston, Mass. 
Willie J. Wells, Louisville, Ky.
Eric H. Wiles, Seattle, Wash.
Curtis H. Willey, Terre Haute, Ind.
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Translation of Institute 
Publication
The Institute’s bulletin, Examina­
tion of Financial Statements by Inde­
pendent Public Accountants, has been 
translated into Spanish and is now 
available to accountants of Mexico. 
The translation is by Mancera Her­
manos, of Mexico City, certified public 
accountant.
Visitors at Institute Offices
The following visitors from out of 
town called at the offices of the Insti­
tute at 135 Cedar street, during recent 
weeks:
Carman Blough, Washington, D. C. 
James Wesley Hunt, Columbia, S. C. 
Leonard M. Troub, Hartford, Conn. 
W. J. Warmack, Washington, D. C.
William Mayors
William Mayors, of St. Louis, a mem­
ber of the Institute since 1916, died on 
April 29th after a brief illness.
Born in Greenoch, Scotland, in 
1880, Mr. Mayors came to America in 
1904. He was employed by Price, 
Waterhouse & Co. from 1906 till 1920. 
He was then in private employ until 
1926, when, with Alvin J. Benner, he 
formed the partnership of Benner, 
Mayors & Company. Mr. Mayors was 
a certified public accountant of the 
states of Missouri and Washington, 
and was one time president of the 
Missouri Society of Certified Public 
Accountants. He had also been an in­
structor in accounting at Washington 
University Night School.
Philip Northrup Miller
Philip Northrup Miller, of New 
York, a member of the Institute since 
1922, died on May 28th after a brief 
illness, at his home at South Orange, 
New Jersey. He was 52 years of age.
A native of Newark, Mr. Miller was 
graduated from Williams College with 
the B.A. degree, and from Pace Insti­
tute, where he was an instructor for 
two years.
Mr. Miller was associated with the 
Tide Water Oil Company from 1909
to 1917. In March, 1917, he became 
vice-president of the Federal Account­
ing Corporation, and later served as 
comptroller of the Paris office of the 
American Red Cross. In 1922 he en­
tered the practice of accounting in his 
own name, and later became senior 
partner in the firm of Miller, Donald­
son & Co.
Mr. Miller had served as a member of 
Council of the Institute since 1933, and 
at the time of his death was chairman 
of the committee on professional eth­
ics. He also served as chairman of the 
committee on budget and finance in 
the year 1932-33, and was a member of 
the committee on nominations in 
1935- 36.
Other special committees on which 
he served were those on bankruptcy 
reform, public relations, cooperation 
with N.R.A., cooperation with stock 
exchanges, cooperation with bankers, 
development of accounting principles 
and revision of Federal Reserve bulletin.
Charles F. Sturz
Charles F. Sturz, a member of the 
Institute, died April 27th at the age of 
47. Mr. Sturz had been employed by
S. D. Leidesdorf & Co. since 1911. He 
was a certified public accountant of 
New Hampshire.
State Accountancy Legislation
FOLLOWING are brief reports on the progress of accountancy legisla­
tion in the various states as reported to 
the Institute:
C o lo r a d o
House bill 575, which was described 
in the May issue of this bulletin and 
reported to have been passed by the 
house on April 16th, was passed with 
amendment by the senate on May 14th 
and has been approved. The text of the 
new act will be published in a subse­
quent issue.
D e l a w a r e
House bill 167, designed to protect 
confidential relations between certified 
public accountants and their clients, was 
passed in the house on April 19th, but is 
still before the senate for consideration. 
A description of the bill was published 
in the March issue of this bulletin.
F l o r id a
Two bills affecting practice of public 
accounting have been introduced in 
this state.
House bill 1067, introduced on May 
5th and referred to judiciary “ A ”  com­
mittee, would require the state board of 
accountancy to issue a certificate as a 
certified public accountant to any per­
son who holds a certificate of authority 
to practise as a public accountant and 
has been actively engaged in public 
accounting practice for a period of five 
years. Application for such treatment 
would be required to be made within 90 
days after passage of the bill.
House bill 1542, introduced May 
19th and also referred to judiciary 
“ A ”  committee, provides that a person 
who has completed a four years’ course 
in accountancy at any university or 
college located in the state of Florida 
and has completed one year’s experi­
ence in public accounting shall be en­
titled to take the certified public ac­
countant examination.
K a n s a s
Senate bill 411, a two-class restric­
tive bill, died upon adjournment of the 
legislature on April 2nd.
M i n n e s o t a
A new bill affecting public account­
ing practice was introduced on May 
26th as house bill 20-x. It makes cer­
tain administrative changes in the law 
and, in addition, provides that exami­
nations shall be waived in the case of all 
persons in practice on January 1, 1937, 
who had engaged in practice for a 
period of 10 years and also in the case 
of persons in practice at that date upon 
completion of 10 years’ experience.
M i s s o u r i
No further action has been taken on 
H. 258, introduced on February 16th. 
This bill would have the effect of re­
pealing the existing accountancy law.
N e w  H a m p s h ir e
House bill 281, making administra­
tive changes in the state accountancy 
law, was passed by the senate on May 
13th with amendments which, it is
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understood, have since been accepted 
by the house. The bill now needs only 
to be approved to become law.
O k l a h o m a
House bill 387, relating to the ex­
amination and licensing of certified 
municipal accountants, has been killed 
by action in the house, it is reported.
P e n n s y l v a n ia
A two-class restrictive bill, repealing 
the existing accountancy law of Penn­
sylvania, was introduced in the legisla­
ture as S. 1245 on May 11th and was 
passed in the senate on May 24th. It 
provides for the examination of candi­
dates for the certified public accountant 
certificate and for issuance of registra­
tion cards, entitling the holders to 
practise as public accountants, to per­
sons in practice at the time of introduc­
tion of the act. A high-school education 
or its equivalent and three years of 
education in accounting and related 
subjects, which may be obtained in a 
college or school of accountancy, or a 
course of self-study approved by the 
board, would be required of candidates 
for the certificate. Two years of ac­
counting experience would also be 
required. The bill provides for reciproc­
ity with the accounting authorities of 
other states, for confidential relations 
between accountant and client and for 
accountants’ ownership of working 
papers.
R h o d e  I s l a n d
Senate bill 142, providing that the 
secretary and treasurer of the state 
board of accountancy should each 
furnish bonds in the sum of $1,000, died 
in the house upon adjournment of the 
legislature on April 24th.
T e n n e s s e e
The following bill, H. 1332, intro­
duced in the legislature on May 10th 
and passed by house and senate on 
May 20th, was approved on May 20th:
An act to amend section 7090 of  the code 
of Tennessee.
Section 1. Be it enacted by the 
general assembly of the state of Ten­
nessee, that section 7090 of the code of 
Tennessee be and the same is hereby 
amended by adding at the conclusion 
of said section the following:
“ Provided, that the board shall, 
upon application in writing to the 
board for such certificate, waive the 
examination of any person who has for 
five years next prior to the passage of 
this statute been a citizen of the state 
of Tennessee, and has for at least three 
years of such five-year period been en­
gaged in auditing or accounting work 
for or in any department, branch, or 
bureau of the state of Tennessee, or of 
the United States of America.”
Section 2. Be it further enacted, 
that this act shall take effect from and 
after its passage, the public welfare 
requiring it.
Correspondence
Competitive Bidding
Editor, T h e  C e r t i f i e d  P u b l i c  Ac­
c o u n t a n t  
D e a r  S ir :
The article, “ Competitive bids for 
municipal audits” on page 15 of the 
April issue of T h e  C e r t if ie d  P u b l ic  
A c c o u n t a n t  is, in our opinion, a defi­
nite step in the right direction.
As we see it, this part of Texas is par­
ticularly unfortunate in regard to the 
general attitude on the part of public 
officials that accounting services may 
be best obtained through competitive 
bidding. We could name instance after 
instance of cheap prices and cheaper 
work. However, in doing so we would, 
perhaps, not add to your knowledge of 
the prevailing conditions. There are in 
this state ex-employees of govern­
mental units who hold themselves out 
as specialists in municipal and county 
audit work. There are also some certi­
fied accountants who are apparently 
competing with the former group to 
determine just how cheaply they will 
take an audit engagement for municipal 
work. Needless to say, the quality of 
the work is not what the public is en­
titled to in many cases. The majority 
of what we would term legitimate ac­
countants are drifting away from even 
considering the field of city and county 
work because of the price-basis attitude.
We realize that the cost of circulariz­
ing the city and county officials of any 
state on a large scale would be an ex­
pensive procedure. However, we feel 
that a letter from the Institute, such 
as that printed in the bulletin referred 
to, should be very valuable to the ac­
countants, and its message should be a 
genuine favor to municipal officials.
We have gone through our files and 
selected twelve cities in Texas that 
follow the policy of awarding on a bid­
ding basis. These cities are scattered 
over a large territory and range from 
small to large. We believe that a letter 
from the Institute to each of the offi­
cials listed would be a worth-while 
effort toward public education as to the 
importance of considering the quality 
of the work to be performed rather than 
the price basis alone.
I f  we are not presuming, we would 
suggest that the introductory para­
graph of the printed letter be revised 
to state that “ the Institute under­
stands that the city has been following 
the policy of advertising for bids for 
audit services,” rather than the refer­
ence to an advertisement coming di­
rectly to the attention of the Institute.
If the committee on governmental 
accounting feels that a letter to these 
parties would be a worth-while test, we 
will be happy to have been of service in 
the matter.
H u g h  M. F r y e
Dallas, Texas.
Treasury Stock
Editor, T h e  C e r t i f i e d  P u b l i c  Ac­
c o u n t a n t  
D e a r  S ir :
As a result of consistent growth, one 
of my clients of several years’ standing 
finds itself with a nice line of credit with 
three or four large city banks, besides a 
number of smaller country banks. For 
the past few years I have been issuing a 
certified balance-sheet. Because of the 
absence of any limitations as to scope, 
etc., and because the accounts have 
been under what amounts to continu-
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ous supervision, these certified balance- 
sheets have been issued practically 
without qualification.
Early this year it was suggested to 
the management by one of the larger 
banks that it might be well, at least for 
a year or two, for the corporation to 
submit the report of an accounting firm 
with a national reputation. Accord­
ingly, I was asked about my reaction to 
this suggestion, and asked to recom­
mend a suitable firm to make the report.
I told the management that I was 
not disappointed, and that as a matter 
of fact I had been expecting such a sug­
gestion for some years. I submitted the 
names of several accounting firms, rec­
ommending one concern in particular.
The firm I recommended was en­
gaged to make the report. I was glad to 
meet the accountant in charge while he 
was on the job, and assisted in every 
way I could, even to lending my old
work papers and spending some time 
in my office with him. We country prac­
titioners have too little contact with 
other accountants, and we are hungry 
for such contacts.
To complete my files I was handed a 
copy of the report as submitted. I can­
not agree with the method of showing 
the treasury stock and the difference 
between the par (or paid-in) value and 
the amount paid for acquiring the 
stock. A careful check of all of the au­
thorities in my (not too large) library 
does not disclose any authority for the 
method as shown by the report as sub­
mitted, but every one shows practi­
cally the same treatment I have used.
I have been in practice too long, and 
am too old to have any superiority 
complex. Accordingly, I am sending 
this in to you in the hope that you will 
find it of sufficient interest.
A R e a d e r
C A P I T A L  A N D  S U R P L U S  
December 31, 1936
(1) A s submitted:
C apital Stock and Surplus 
Preferred stock ( 7 %  cumulative, callable, etc.)
Authorized and issued 750 shares of $100.00 each........... ..................................  $75,0 0 0 .0 0
Common stock
Authorized and issued 50,000 shares of no par va lu e.......................................... 133,391.20
Earned surplus (Exhibit X ) ..............................................................  $112,812.86
Deduct— Cost of treasury stock purchased.
150 shares of preferred sto ck ..................................  $8,250.00
5,000 shares of common stock................................  1,100.00 9,350.00 103,462.86
$311,854.06
(2) A s I  would have submitted:
Capital Stock and Surplus
Preferred stock ( 7 %  cumulative, callable, etc.)
Authorized........................................................................................  $ 75,000.00
In treasury........................................................................................  15,000.00
Outstanding......................................................................................  $ 60,000.00 $ 60,000.00
Common stock (no par, etc.)
Authorized.......................................... 50,000 shares
In treasury.......................................... 5,000 shares
O utstanding........................................ 45,000 shares 120,052.08
Surplus
Contingent profit on treasury stock purchased.........................  $ 18,989.12
Earned surplus (Exhibit X ) ..........................................................  112,812.86 131,801.98
$311,854.06
Meetings and Elections
Alabama Society of C.P.A.'s
Date: May 21, 1937, annual meeting. 
Place: Montgomery.
Elections: President—H. C. Crane, of 
Montgomery.
Secretary-treasurer—James J. Scar­
borough, of Birmingham.
Members of council—James O. Scre­
ven, of Birmingham, chairman; 
Gilbert F. Dukes, of Mobile; M. L. 
Strickland, of Geneva; Vardaman 
M. Buckalew, of Mobile; and Joe L. 
Ullman, of Birmingham.
California State Society of C.P.A’s 
Los Angeles Chapter
Announcement of nominations for the 
year 1937-1 938:
For president, director— A. R. Cooper. 
For vice-president, director— Oscar 
Moss.
For secretary-treasurer, director— 
James A. Caster.
For director— William E. Ware.
For director— Thornton Douglas.
Connecticut Society of C.P.A’s
Date: April 29, 1937.
Place: Bloomfield.
Topic: “ The relationship between law­
yers and accountants.”
Speakers: Lawrence Howard, attorney. 
Leonard M. Troub, certified public 
accountant.
Florida Institute of Accountants 
Jacksonville Chapter
Date: April 2, 1937.
Elections: President— J. W. Burke. 
Vice-president— George H. Ford. 
Secretary— O. J. Oosterhoudt.
Treasurer— Ira J. Varnedoe. 
Directors— Ben E. James, John A. 
Hall and Charles H. Goodrich.
Speakers: C. K. Milligan, D. A. Smith,
E. T. LaBaron, “ The natural busi­
ness year.”
Georgia Society of C.P.A’s
Date: April 30 and May 1, 1937, an­
nual convention.
Place: Augusta.
Speakers: Milton E. Carter, assistant to 
the commissioner of internal rev­
enue, “ The relationship of new 
Federal tax laws to public account­
ing.”
T. Coleman Andrews, of Richmond, 
“ Municipal audits and systems.” 
George B. Hamilton, Georgia state 
treasurer.
Sam J. Boykin, assistant attorney 
general assigned to the Georgia 
State Revenue Commission. 
Norman Cann, of the Bureau of 
Internal Revenue.
Elections: President— Sydney T. Lee, 
of Savannah.
Vice-presidents— A. T. Murphy, of 
Augusta; S. B. Ives, of Atlanta; 
H. E. Fourcher, of Columbus. 
Secretary— L. E. Campbell, of At­
lanta.
Treasurer— C. E. Davis, of Atlanta. 
Librarian— E. M. Kendrick, of At­
lanta.
Trustees— Mr. Ives, chairman; W. 
J. Carter, of Atlanta; L. D. Baggs 
of Macon; Roy Burns, of Colum­
bus; A. T. Murphy, of Augusta; 
H. F. Meyer, of Savannah; E. W. 
Gottenstrater, of Atlanta; M. F. 
Pixton, of Atlanta; Brooks Geo­
ghegan, of Macon.
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Atlanta Chapter
Date: April 16, 1937.
Elections: Chairman— W. J. Carter.
First vice-chairman— Lewis L. Davis.
Second vice-chairman— T. M. 
Weber.
Treasurer— F. M. Nash, Jr.
Secretary— P. W. Christian.
Augusta Chapter
At a recent meeting the following 
officers were elected:
Chairman— A. T. Murphy.
Vice-chairman— W. A. Herman, Jr.
Secretary— Walter H. Lynch, Jr.
Treasurer— Lewis Glasser.
Columbus Chapter
At a recent meeting the following offi­
cers were elected:
Chairman— Roy Burns.
Vice-chairman— H. E. Trost.
Secretary-treasurer—J. H. Willis.
Macon Chapter
Date: April 16, 1937.
Elections: Chairman— L. D. Baggs.
Vice-chairman— A. L. Norris.
Secretary-treasurer— T. W. Clifton.
Savannah Chapter
At a recent meeting the following 
officers were elected:
Chairman— Henry F. Meyer.
First vice-chairman— Potter F. 
Gould.
Second vice-chairman— Harry R. 
Friedman.
Secretary-treasurer— Eugene E. 
Behnken.
Indiana Association of C.P.A’s
Date: May 8, 1937, annual meeting.
Place: Indianapolis.
Speakers: Clarence A. Jackson, director 
of the Indiana gross income-tax 
division, “ Indiana gross income 
and social-security taxes” ; discus­
sion by Harry Boggs and Joseph 
A. Cammack.
William P. Cosgrove, president of the
State Board of Certified Account­
ants of Indiana, “ The State Board 
of Certified Accountants” ; discus­
sion by E. D. Farmer and Otto K. 
Jensen.
Troy G. Thurston, “ The Federal 
revenue act of 1936” ; discussion 
by Howard W. Painter and J. R. 
Wharton.
Charlton N. Carter, “ The Federal 
capital-stock tax” ; discussion by 
Thomas A. Houlihan and Stephen
S. Yeoman.
George R. Hill, “ State and local 
property taxes” ; discussion by 
James C. Olive and W. A. De­
Hority.
Elections: President— O. C. Herdrich, 
of Indianapolis.
Vice-president— A. R. Chapman, 
of Indianapolis.
Secretary— John S. Lloyd, of Indi­
anapolis.
Treasurer— F. H. Kirlin, of Indi­
anapolis.
Maryland Association of C.P.A’s
Date: May 4, 1937, annual convention.
Place: Baltimore.
Speakers: T. Coleman Andrews, of 
Richmond, “ Municipal account­
ing and auditing.”
J. E. Armstrong, of Baltimore, “ Ac­
cepted principles of accounting.”
Harlan Johnson, of Baltimore, “ An 
adequate internal check for the 
elimination of fraud.”
W. R. Walton, Jr., of Baltimore, 
“ Theoretical vs. practical account- 
ing.”
Howard C. Beck, Jr., Baltimore city 
auditor, “ Relief measures and 
their accounting aspects. ”
Nominations: For president— Harold 
N. House, of Baltimore.
For vice-president— James L. Ben­
son, Maryland state auditor.
For secretary— John L. McKewen, 
of Baltimore.
For treasurer— J. Elwood Armstrong, 
Jr., of Baltimore.
For auditor—Herbert J. Grieb, of 
Baltimore.
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Michigan Association of C.P.A’s 
Western Chapter
Date: April 29, 1937.
Place: Grand Rapids.
Speakers: C. E. Mounteer, of the Michi­
gan Unemployment Tax Commis­
sion, “ Administration of social- 
security laws.”
Harry Slavin, of the Michigan Un­
employment Tax Commission, 
“ The Michigan social-security
7 7act.
New Hampshire Society of 
CP.A’s
Date: April 14 , 1937, quarterly meeting.
Place: Manchester.
Presiding: J. Benjamin Hart, of Man­
chester, president.
Topic for discussion: Income and 
social-security taxation.
Missouri Society of C.P.A’s 
Kansas City Chapter
Date: May 1 1 ,  1937, annual meeting.
Elections: President— J. G. Stauffer. 
First vice-president— Elmer W. Ross. 
Second vice-president— J. Y. Mc­
Manus.
Treasurer— Leroy John.
Secretary— A. Henry Cuneo.
New Jersey Society of C.P.A’s
Date: April 20, 1937.
Place: Paterson.
Speakers: Marcus Nadler, professor of 
economics, New York University, 
“ The monetary situation of the 
United States.”
Simon P. Northrup, “ Century of 
progress.”
Date: May 24, 1937, annual meeting.
Elections: President— John A. Conlin, 
of Newark.
First vice-president— Theodore 
Krohn, of Newark.
Second vice-president— C. P. King, 
of West Orange.
Secretary— William Surosky, of Pat­
erson.
Treasurer— Frederick Banks, of 
Trenton.
Trustees— Samuel I. Bendet, of 
Newark; C. Irving Dennett, of 
Paterson; Howard E. Jackson, of 
Millburn; Ralph S. Johns, of West 
Orange; Andrew Nelson, of Eliza­
beth; Samuel I. Potter, of Plain­
field.
Auditors— Harry Rubenstein, of 
Perth Amboy; Aaron S. Smith, of 
Atlantic City.
New York State Society of C.P.A’s
Date: April 12, 1937, fortieth anni­
versary of founding of society.
Place: New York, N. Y.
Speakers: Robert H. Montgomery, 
president of the American Insti­
tute of Accountants and former 
president of the society, “ Four 
decades in education for account­
ancy.”
Homer S. Pace, president of Pace 
Institute and former president of 
the society, “ What we teach and 
why under the new regulations.”
Roy B. Kester, professor of account­
ing, Columbia University, “ A 
recent development in professional 
accountancy education.”
Harlan H. Horner, assistant commis­
sioner for higher education in 
New York State, “ Progress in 
business administration.”
Date: May 10, 1937, annual meeting.
Place: New York, N. Y.
Speaker: James F. Hughes, retiring 
president of the society, “ Our 
profession.”
Elections: President— Morris C. Troper, 
of New York.
First vice-president— Victor H. 
Stempf, of New York.
Second vice-president—A. S. Fedde, 
of New York.
Secretary— G. Charles Hurdman, of 
New York.
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Treasurer— Archie F. Reeve, of New 
York.
Directors— Mr. Hughes, William R. 
Donaldson, Myron A. Finke, S. 
Carlton Kingston and Hugh S. 
O’Reilly, all of New York.
North Carolina Association of 
C.P.A’s, and 
Virginia Society of Public Ac­
countants
Date: May 21-22, 1937, joint meeting.
Place: Richmond, Virginia.
Speakers: Andrew J. Cavanaugh, Jr., 
assistant director of the registra­
tion division, Securities and Ex­
change Commission, “ Problems of 
accounting under the securities- 
exchange act of 1934.”
John K. Mathieson, of Philadelphia, 
representing the American Insti­
tute of Accountants, “ Activities 
of the Institute.”
Durand W. Springer, of Washington,
D. C., “ Problems of the account­
ancy profession.”
Richard C. Stokes, of Covington, 
Va., banquet speaker.
Elections (North Carolina Association): 
President— W. C. Nichols, of Wil­
mington.
Vice-president— E. B. Taylor, of 
Charlotte.
Treasurer— Erle E. Peacock, of 
Chapel Hill.
Secretary— H. O. Parker, of Raleigh. 
Directors— Leslie A. Heath and 
Charles F. Strandberg, of Greens­
boro; Frank P. Stratford, of 
Rutherfordton; John F. Prescott, 
of Raleigh.
Pennsylvania Institute of C.P.A’s
Announcement of nominations for the 
year 1937_19 3 8 :
For president— J. Carle Parry, Jr., of 
Philadelphia.
For vice-president— Harry Ness, of 
York.
For secretary— Robert J. Bennett, of 
Philadelphia.
For treasurer— Benjamin Golden­
berg, of Philadelphia.
For council—J. F. W. Heinbokel, of 
Scranton; William F. Marsh, of 
Pittsburgh, and J. Cyril McGar­
rigle, of Philadelphia.
Philadelphia Chapter
At a recent meeting the following 
officers were elected:
Chairman— John H. Zebley.
Vice-chairman— C. Whitford Mc­
Dowell.
Secretary— T. H. Carroll.
Treasurer— J. H. Schenck.
Auditor— Ludwig zur Nieden.
Rhode Island Society of C.P.A’s
Date: April 30, 1937, annual meeting. 
Place: Providence.
Elections: President— Alfred P. Ward, 
of Providence.
Vice-president— Albert E. Godfrey, 
of Providence.
Secretary-treasurer— William B. M. 
Miller, of Providence.
Directors— Mr. Ward, Mr. Godfrey, 
Mr. Miller, Carl W. Christiansen, 
of Providence, and Francis E. 
Welch, of Providence.
Tennessee Society of CPA's
N. H. Craig, of Knoxville, has been 
elected president of the society, suc­
ceeding the late Hoskins Van Hooser. 
John I. Foster, formerly vice-president 
of the Chattanooga chapter, has suc­
ceeded Mr. Van Hooser as chapter 
president.
Washington Society of C.PA’s 
Seattle Chapter
Date: May 26, 1937.
Elections: President— Fletcher O. John­
son.
Vice-president— R. C. Mounsey.
Secretary-treasurer— Roy C. Comer.
Auditor— Carlos R. Zener.
Announcements
H. E. Van Benschoten & Co. an­
nounce the removal of their offices to 
295 Madison avenue, New York.
C. H. Carter & Co. announce the re­
moval of their offices to 285 Madison 
avenue, New York.
Sidney B. Kahn announces the re­
moval of his offices to 295 Madison 
avenue, New York.
L. B. Prosnitz & Co. announce the 
removal of their offices to 295 Madison 
avenue, New York.
Leo L. Tauritz announces the re­
moval of his office to 522 Fifth avenue, 
New York.
A. C. Upleger and Co., of Waco, an­
nounce the admission of Harry H. 
Roberts and Ross A. Segrest to the 
partnership.
Ward, Weber & Co. announce the 
removal of their offices to 55 Liberty 
street, New York.
A. H. Whan & Co. announce the re­
moval of their offices to 55 Liberty 
street, New York.
The February issue of Tax Magazine 
contains an article by Harold C. Ander­
son, of Washington, D. C., on the sub­
ject, “ Taxability of dividends.”
James L. Benson, of Baltimore, de­
livered an address entitled “ Possible 
sources of new revenue”  at the annual 
convention of the National Association 
of State Auditors, Comptrollers and 
Treasurers held recently at Miami.
Walter M. Finlay, of Charlotte, has 
been elected a director of the Credit 
Men’s Association of the Carolinas.
Early L. Gilbert, of Lansdale, Pa., 
recently spoke on “ The present and 
threatened tax burden on the business 
man” at a meeting of the Structural 
Steel Board of Trade at Philadelphia.
J. Pryse Goodwin, of New York, 
recently addressed students of the Pace 
Institute on the subject, “ The differ­
ence between the making of a life and 
the mere making of a living.”
Spencer H. Over, of Providence, on 
April 28th addressed students of Rhode 
Island State College on the procedure 
of a public accountant’s office and du­
ties of a junior accountant.
The board of trustees of the Eastern 
Penitentiary, Philadelphia, recently 
announced the election of Frank M. 
Speakman as its president.
Henry Whitcomb Sweeney, of Wash­
ington, D. C., is the author of an 
article entitled “ Stabilized accounting 
shows real financial status and income,”  
which appeared in the April issue of 
The Controller.
Herbert M. Temple, of St. Paul, pre­
sided at a session devoted to accounting 
at the eighth annual round-table con­
ference on vocations, held March 17th 
at Carleton College.
A. C. Woods has been reappointed 
to the legislation tax committee of the 
St. Louis Chamber of Commerce.
R U M F O R D  P R E S S  
C O N C O R D . N .H .
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Bulletin of the American Institute of Accountants
A Service of Information
E V E R Y  member of an organization must occasionally ask himself 
what he individually receives in return for his contribution of 
dues. Outstanding among the direct services which the Institute 
offers is the bureau of information.
Partly  because of the increased membership and partly as a re­
sult of the publication of the booklet, Accounting Questions and 
Answers, the bureau of information has been more active than 
usual during recent months. Questions on technical matters re­
ceived during the first half of the present fiscal year, have been 
almost as numerous as those submitted during the entire preceding 
fiscal year. Despite the increase in the number of questions received, 
the percentage of members availing themselves of this service is still 
far below what it might be.
The plan under which the bureau operates provides that ques­
tions submitted by members of the Institute be forwarded anony­
mously to other members familiar with the subject matter and that 
the replies received be forwarded, also anonymously, to the in­
quirer. The solutions are purely expressions of individual opinions 
and the Institute assumes no responsibility for their accuracy.
Following is a typical letter received by the librarian of the In­
stitute:
Gentlemen:
I wish to take this opportunity to thank the society, the bureau 
of information and the individual members who were kind enough 
to reply to my questions of April 20.
The clear-cut answer contained in the letter of M ay 15 and the 
longer discussion quoted in the letter of M ay 21 are tangible evi­
dence of that cooperative spirit which should place accounting on 
the professional plane for which we are all striving.
Sincerely yours,
(A Member)
1
Suggested Changes in Income Tax Form 1120
b y  j. s. seidman
ACCOUNTANTS and their clients this year have commented fre­quently upon the need for improvement in Federal income-tax form 
1120, used by most corporations in filing income-tax returns. The present 
arrangement of the form is the result of an evolutionary process during 
which it has been adapted to conditions created by successive revenue 
acts. The simplicity which may be attained in a form of this nature is, of 
course, limited by the complexity of the act itself, yet there does remain 
room for improvement in arrangement and, to some extent, for simplifica­
tion of the information required. In this paper I shall, without going into 
the subject exhaustively, attempt to make a few constructive suggestions.
Size  a n d  G e n e r a l  A r r a n g e m e n t
In 1936 the form was expanded to six pages, plus the instruction sheet, 
and is thought by some to have become unwieldy. Certainly all would 
favor reduction of the form to four pages, as before, if that were possible. 
Two pages would have to be eliminated, and I shall offer suggestions as to 
how that might be accomplished. Material at the top of page 2, the bottom 
half of page 4, and the bottom half of page 6 (except the affidavits) could 
be condensed through re-arrangement, transferred to the instruction 
sheet, or included in a supplemental questionnaire which would be filed 
only once and amended thereafter as the need arose. In addition, the 
space allotted to the schedules (especially schedules D, G, H and I) could 
be reduced. As a matter of fact, these schedules and schedule A need not 
have a place on the return at all, but might be filed on a separate sheet, as 
information regarding depletion is now supplied. If that were done, sched­
ule N, which must now be filed in addition to the return, might be in­
cluded on the form itself without necessitating more than four pages.
If the six-page return must be retained then it may be appropriate to 
devise a shorter and more simple return for the host of smaller corpora­
tions. Such a return would bear the same relation to form 1120 as form 
1040A bears to form 1040 for individual taxpayers.
It might perhaps improve the arrangement of the six-page form if page
3 consisted of the present schedules M and N, page 4 of the balance-sheets 
and pages 5 and 6 of the schedules and other matter now on pages 3 ,  4 and
6. Under that arrangement, with the return extended to its fullest width, 
there would be before the eye, without the present necessity for turning 
pages, the substance of the return, so to speak— the net income computa­
tion, the reconciliation of book and taxable income, the data as to divi­
dends paid, and the comparative balance-sheets.
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In any event, it is desirable that the affidavits come at the very end, and 
for convenience, on the outside back page. The 1936 blanks were not so 
arranged. The change may readily be brought about by reversing the fold 
between pages 5 and 6. In the 1936 arrangement, the back page was the 
instruction sheet. Actually, the instruction sheet is needed only for the 
taxpayer’s copy, and some economy and convenience may be gained by 
omitting it from the copy to be filed.
There was some difficulty in typing the 1936 returns. In previous years 
it was possible to use small carriage machines in the typing. A  wider page 
in 1936, though by less than a quarter of an inch, has made a large carriage 
machine necessary. It should undoubtedly be possible to restore the 1935 
width without much handicap. Furthermore, under the six-page arrange­
ment, unless there was used an exceptionally large carriage machine capa­
ble of handling the return at its fullest width, the pages had to be slit 
apart. This, in turn, meant that in stapling the numerical order of the 
pages could not be preserved. I f  this condition is to continue, it may be 
desirable to have each sheet o f the return headed with the taxpayer’s name 
and address, so that should any of the sheets become detached, they may 
readily be identified.
T a x  C o m p u t a t i o n
It should be possible to simplify the method prescribed for calculation 
of the surtax where the specific credit is a factor. As the form now stands, 
the surtax can be obtained only by two stages, one through line 34 and the 
other through line 40. Where the undistributed net income is $5,000 or less, 
a flat 7 per cent. rate applies and the split computation should hardly be 
necessary. Even where the undistributed net income is more than $5,000 
but the adjusted net income is less than $50,000, it should be possible 
through line 34 to bring the appropriate amount into the 7 per cent. 
bracket without the use of line 40. If this were done, lines 32, 33, 39 and 40 
would automatically be eliminated— a desirable contraction of a rather 
ominous-looking series of calculations.
The return does not provide for recording the aggregate liability for ex­
cess-profits tax, normal tax and surtax. Only the latter two are grouped. 
It would be more enlightening and less likely to result in miscalculation, 
especially of the installment payment to be made, if  provision were made 
for the amount of total tax liability. This could readily be done through 
an item 45, involving the addition of items 12, 22 and 44.
P r e l i m i n a r y  Q u e s t i o n s — P a g e  2 o f  F o r m
It is not clear from the question relating to the ownership of voting 
stock in other corporations, whether stock held in foreign corporations 
should be reported. The question is to be answered only by a taxpayer not 
filing a consolidated return. Foreign corporations cannot be included in
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consolidated returns. Furthermore, it is required that information be 
given as to the collector’s office in which the affiliate filed its return. A 
foreign corporation may have no occasion to file returns here. By infer­
ence, therefore, the question would seem to relate only to domestic affili­
ates. Slight revision would clarify the meaning.
N e t  I n c o m e  C o m p u t a t i o n
There does not appear to be enough space for filling in the amounts 
called for by (a) and (b) under item 17 (Repairs). This could easily be cor­
rected, for there is a relatively large amount of blank space at the bottom 
of the page.
Item 19 calls for interest paid and item 20 for taxes paid. The elimina­
tion of the word “ paid” would be in harmony with the description of the 
other income and expense items and would avoid difficulty of interpreta­
tion in the case of corporations on an accrual basis. (This would automati­
cally, of course, carry through to schedules G and H.)
Item 25 (b) provides for the deduction of stock “ determined”  to be 
worthless during the taxable year. Since the time of worthlessness, rather 
than the time that the worthlessness is determined, is the controlling fac­
tor, it may be better to describe the deduction as “ stock that became 
worthless during the taxable year.”
S c h e d u l e  A — C o s t  o f  S a l e s  a n d  O p e r a t i o n s
Salaries and wages are already specifically called for on the return 
[items 2 (c) (1) and 5 (a) of Net Income Computation]. Repetition can be 
avoided and the line saved by eliminating the salary and wage figures 
from schedule A. Incidentally, this would also apply to schedule E.
S c h e d u l e  B — C a p i t a l  G a i n s  a n d  L o s s e s
Columns 2 and 3 for “ Date acquired”  and “ Date sold”  are hardly 
necessary, for the time percentages applicable to individuals have no 
bearing in the case of corporations. On the other hand, more space can 
well be allotted to column one for “ Description of property.” Further­
more, a column should be provided for expenses or other adjustments ap­
plicable to the sale. A t the present time only the “ gross”  sales price is 
called for (column 4), without provision for expense of sale or deductions 
from the gross price. This may unwittingly result in treatment of such 
expenses as ordinary deductions when they would otherwise be limited 
by the $2,000 loss factor.
Questions (1) and (2) following the tabulation are undoubtedly in­
tended to apply to the respective sales or exchanges severally. They now, 
however, appear to call for aggregates. Question (2) has statutory perti­
nence only in case of losses and might be accordingly limited in scope.
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S c h e d u l e  F — B a d  D e b t s
As it now stands, schedule F  is designed primarily for taxpayers on a 
reserve basis rather than on the basis of actual charge-off. It would 
probably be more illuminating to inquire first as to the basis followed by 
the taxpayer. I f  the former, then the data of the present schedule may be 
called for. Otherwise, the schedule should require the name of the debtor, 
the amount ascertained to be worthless and charged off in the year, and 
possibly the explanation.
S c h e d u l e s  G  a n d  H — I n t e r e s t  a n d  T a x e s
The detailing of the payees is rather burdensome, especially in the case 
of interest. It is to be hoped that, unless there is great advantage in the 
information to the department (not already derived through form 1099 
as to interest), the requirement of this information will be relaxed or al­
together rescinded.
T h e  S u p p l e m e n t a l  Q u e s t i o n s — P a g e  4
The space allotted for answering the question, “ Nature of business,”  
seems to be more than is really needed. The questions relative to affiliation 
with other corporations and predecessor business can probably be elimi­
nated. (See item 1 under “ Size and general arrangement”  herein.) Ques­
tion (2) is repetitive of what appears on the top of page 2. The same can 
be said of question (3). Question (4) need hardly be answered in each return, 
especially if no change in asset values through reorganization takes place.
S c h e d u l e  L — B a l a n c e - S h e e t s
Item 6 (d) puts together investments and loans. I f  they were called for 
separately, changes in the investment position would be more evident.
To avoid confusion, it might be well to indicate parenthetically that 
any lack of agreement between the opening and closing figures of item 4 
(inventories) and items 2 (a) and 2 (e) of “ Net income computation”  
must be explained— likewise with surplus and items 10 and 14 of schedule 
M. Similar explanations might be required of reserves, bad debts, depre­
ciation, taxes, contingencies, etc.
When a corporation liquidates into another, the closing balance-sheet 
is technically all zeros. It might be well to require that the closing balance- 
sheet reflect the position immediately prior to the liquidation. This, 
coupled with the supplemental details already required by the regula­
tions and form 1096, would provide a more wholesome basis for presenta­
tion and review.
S c h e d u l e  M
Item 1 starts with net income after deducting excess-profits tax. No 
provision is made for adding back the excess-profits tax, with the result
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that in order to reconcile with the books, it is generally necessary either 
to deduct arbitrarily the amount of excess-profits tax from item 15 (b) 
or to write in the amount in item 4 or 6. A  happy solution would be to 
start the reconciliation with the net income before deduction of the 
excess-profits tax, or item 27 of “ N et income computation.”
There is no specific place now for showing deductions not on the books. 
This might be combined with item 4 (nontaxable income) or a separate 
classification could be set up for such deductions.
What has been previously said concerning the word “ paid”  as it re­
lates to interest and taxes applies also to items 15 (b), (c), (g) and 17 of 
schedule M.
The spaces provided for explanations in schedule M might well be 
extended.
S c h e d u l e  N — D i v i d e n d s  P a i d
Schedule N  calls for information as to “ dividends.” It would probably 
be more accurate to refer instead to “ distributions.”  For example, sep­
arate columns are provided for taxable and nontaxable dividends. Under 
the wording of the law, it appears that there is no such thing as a non­
taxable dividend, for by definition if a distribution is a “ dividend”  it is 
taxable. The manner of handling liquidation distributions is not alto­
gether clear from schedule N.
From item 11 and the calculation of the dividend carry-over, it would 
appear that the dividends-paid credit is limited to the adjusted net in­
come and such limited amount is to be shown as item 29 of the “ Income- 
tax computation.”  Under the law, however, the dividends-paid credit is 
the total of all dividends paid during the year without limitation, and 
carry-forward is permitted of the excess over the adjusted net income. 
Item 11 of schedule N  might therefore be reworded to call for the divi­
dends-paid credit or the adjusted net income, whichever is lower. Inci­
dentally, as the carry-over would apply only with reference to taxable 
distributions, lines 11 and 12 might be more appropriately confined to 
column 1.
Item 15 refers to expenditures for “ retirement”  of certain obligations 
or capital stock. It is not clear how, if at all, expression is to be given on 
the form for expenditures bringing into the treasury one year securities 
which are not formally retired until a later year. This might be clarified.
S e p a r a t e  F o r m  f o r  B a n k s
A  separate form has been provided for life insurance companies, and a 
similar procedure might be followed with reference to banks (which are 
undoubtedly greater in number than insurance companies). Banks are not 
subject to the surtax. Their gain or loss on capital assets is treated dif­
ferently, and the items on their balance-sheet or reconciliation of books
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and taxable income are generally so different from the ordinary run of 
commercial corporations as to make schedules L  and M  difficult to use 
in bank returns.
* * * * *
It was not intended that the foregoing comments be either complete or 
infallible. A  useful purpose may, however, have been served if others are 
encouraged to give thought to the possibility of improving the Federal 
income-tax forms, corporate or otherwise. The Treasury Department 
assuredly merits and undoubtedly welcomes the cooperation of the ac­
counting fraternity on so vital and difficult a problem.
American Institute of Accountants
Change of Name and Regional 
Representation
During the past weeks the Institute’s 
office has received 1121 replies to the 
questionnaire on change of name of the 
organization and regional representa­
tion on the council which the president, 
Robert H. Montgomery, submitted to 
the membership, with a letter mailed 
with the bulletin of May 15th.
Colonel Montgomery, in his letter, 
stated that the purpose of the question­
naire was to find out how the members 
really felt about changing the Insti­
tute’s name and changing the method 
of electing the council, pointing out 
that the vote on amending the by­
laws which was taken following the last 
annual meeting was not large enough 
to be conclusive.
Following is a tabulation of the re­
plies on both questions which had been 
received by July 1st:
Preference as to Name 
American Institute of Certified
Public Accountants................  540
American Institute of Account­
ants................................ ......... 473
Institute of Certified Public Ac­
countants................................  51
Not interested and not voting. . . __57
1,121
Preference as to Method of Electing
Council
In favor o f retaining present
m ethod.......................................  728
In favor of changing present
m ethod.......................................  157
N o t interested and not votin g. . . 236
1,121
Fiftieth Anniversary Celebration
More than 2,000 members and 
guests are expected to attend the an­
nual meeting and fiftieth anniversary 
celebration of the Institute at New 
York, October 18-22, 1937. Head­
quarters will be at the Waldorf-Astoria 
hotel, where preferential rates have 
been obtained, and plans for the meet­
ing are nearing completion.
The New York State Society of Cer­
tified Public Accountants will hold a 
technical meeting on the opening day 
of the celebration and is cooperating 
with the Institute in making arrange­
ments to entertain the large gathering.
Following the custom of past years, 
the Advisory Council of State Society 
Presidents and representatives of state 
accountancy boards will hold meetings 
in conjunction with that of the In­
stitute.
Registration will begin at 9:00 a .m . 
on Monday, October 18th. At 9:30 of 
that day there will be a meeting of the 
council of the Institute. An exhibition 
of accounting machinery will be opened 
for inspection at 10:00 a .m . The New 
York state society will be host to mem­
bers of the Institute and guests at a 
reception which will begin at 5:30 and 
continue until 7:00 p .m . Cocktails will 
be served.
The meeting will be formally called 
to order at 9:30 a .m . on Tuesday, Oc­
tober 19th. P. W. R. Glover, chairman 
of the committee on arrangements for 
the celebration, will address a few 
words of welcome to foreign guests. 
Representatives of accountants’ so-
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cieties in other lands will be introduced 
and speak briefly.
The last feature of the morning pro­
gram will be an address by Raymond 
Moley, professor of public law at 
Columbia University, editor of News 
Week magazine and former assistant 
secretary of state. The topic of Mr. 
Moley’s address will be announced in 
a later issue.
At 12:30 p .m . the representatives of 
state boards of accountancy will meet 
for luncheon as guests of the New York 
State Board of C.P.A. Examiners and 
for discussion of problems affecting the 
administration of accountancy laws. 
Beginning at 2:30 and continuing to 
4:30 p .m ., there will be round-table dis­
cussions as described elsewhere in this 
article.
At 8:00 p .m . there will be an informal 
dinner dance at the Waldorf-Astoria, 
with professional entertainment.
Wednesday, October 20th, will be 
largely devoted to recreation. Ar­
rangements will be made for the usual 
golf tournament which is held in con­
junction with the annual meetings of 
the Institute. There will also be oppor­
tunity to participate in round-table 
discussions during the morning and 
afternoon. It is planned that the Ad­
visory Council of State Society Presi­
dents meet in the morning of this day.
On Thursday, October 21st, begin­
ning at 10:00 a .m ., there will be a pro­
gram of addresses on technical and 
historical subjects relating to the de­
velopment of public accounting in the 
United States. Norman E. Webster, of 
New York, practitioner and chairman 
of the New York State Board of Certi­
fied Public Accountant Examiners, 
will trace the history of public ac­
counting in this country. Norman L. 
McLaren, of San Francisco, will discuss 
the relationship between accounting 
and taxation in the United States. It is
expected that in the afternoon there 
will be another speaker on a subject of 
interest and importance.
The annual banquet, for which a 
program is being arranged, will be held 
at 8:00 o’clock on Thursday evening.
On Friday the Institute will transact 
its official business. Committee reports 
will be tendered, officers will be elected 
and a place will be selected for the an­
nual meeting of 1938. This session will 
be followed by another meeting of 
council of the Institute.
R e s e r v a t io n s
Members who have not yet made 
their reservations with the Waldorf- 
Astoria hotel are urged to do so as soon 
as possible, identifying themselves as 
members of the Institute so that the 
special rates will be given effect. Mem­
bers who expect to attend the meeting 
are also urged to notify the secretary 
without delay so that the committee 
may be able to make an accurate esti­
mate of the total attendance and plan 
accordingly. A second questionnaire 
regarding attendance will be sent to 
the membership shortly.
R o u n d - T a b l e  D is c u s s io n s
The subcommittee on round-table 
discussions has tentatively arranged a 
program of 10 sessions, three to be held 
in the afternoon of Tuesday, October 
19th, three in the morning and four in 
the afternoon of October 20th. There 
will be separate meeting rooms for 
each of the sessions.
The general topics tentatively se­
lected for discussion follow.
Reorganizations under the revenue act
Accountants’ certificates
Budgets
Education for the accountant 
Pricing products under the Robinson-
Patman act 
Aptitude tests for staff accountants
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Practice problems of accountants in 
connection with registration state­
ments
Developments in accounting practice 
and theory since 1929 
Accounts of governmental authorities 
The extent to which the practice of 
accountancy can be reduced to rules 
and standards.
Each session will be conducted by a 
leader and one or more assistants, to 
be announced later.
L a d ie s ’ P r o g r a m
Entertainment on each day of the 
meeting is planned for ladies in attend­
ance, beginning with the reception in 
the afternoon of October 18th. The ar­
rangements described here are all sub­
ject to change as plans develop.
In the morning of October 19th, 
there will be the alternative of a tour 
of inspection of the steamer, Queen 
Mary, or a sightseeing tour of New 
York, both starting at 10 o’clock. At 
noon they will be entertained at a 
luncheon-bridge party and fashion 
show at the store of John Wanamaker 
and Company. Those who wish will be 
conducted on a tour of the store. In the 
evening they will attend the informal 
dinner dance at the Waldorf-Astoria.
Another sightseeing tour of New 
York is planned for the morning of 
October 20th, beginning at 10 o’clock, 
and for those who prefer there will be 
a conducted tour of the Waldorf-As­
toria during the same period. There 
will be a luncheon at the French Res­
taurant of the Promenade Cafe in 
Rockefeller Center. In the afternoon 
the ladies will make a tour of Rocke­
feller Center or attend matinees, ac­
cording to their choice. Arrangements 
have been made for those who wish to 
play golf during this entire day. At 9:15 
P. M. there will be a special lecture at 
the famous Hayden planetarium.
On October 21st there will be a 
choice between a motor trip to West 
Point, with luncheon at Bear Moun­
tain Inn, or entertainment in New 
York, including visits to the various 
museums and matinees. Another tour 
of the Waldorf-Astoria has been ar­
ranged for the morning. In the eve­
ning the ladies will attend the formal 
banquet at the Waldorf-Astoria.
Any changes in this program will be 
announced in a later issue.
Committee for Professional 
Research
Employees of members of the Insti­
tute have received a questionnaire 
emanating from a group which calls 
itself the Committee for Professional 
Research with offices at room 708, 118 
East 28th street, New York. According 
to the legend on the door, that room is 
occupied by the Bookkeepers, Stenog­
raphers and Accountants Union, affili­
ated with the C.I.O.
The questionnaire states that the 
“ Committee for Professional Research” 
is conducting a survey of conditions in 
the accounting field and compiling 
factual material for a monograph, with 
the view to securing favorable legisla­
tion, improving general conditions, and 
raising professional standards.
The questions which the recipient is 
asked to answer relate to his length of 
employment in the practice of profes­
sional accounting; his educational qual­
ifications; his rank; the number of ac­
countants employed in his office; his 
salary; average working hours per day 
and whether or not he is granted com­
pensation for overtime and a regular 
vacation.
The question has been raised whether 
this effort to gather information is a 
step preliminary to attempts to or­
ganize in a union the employees of ac­
counting firms.
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Visitors at Institute Offices
The following visitors from out of 
town called at the offices of the Insti­
tute at 135 Cedar street, during recent 
weeks:
A. H. Baer, Providence, R. I.
Paul E. Broderick, Columbus, Ohio
Miss Humphreys, Tulsa, Okla.
J. K. Mathieson, Philadelphia, Pa.
F. E. Teel, Kansas City, Mo.
British Comment on Accountancy 
in the United States
A recent issue of The Accountant, 
official publication of the Institute of 
Chartered Accountants in England and 
Wales, describes the steps which led up 
to the merger of the American Institute 
with the American Society of Certified 
Public Accountants, closing with this 
observation:
“ Bearing in mind the heavy respon­
sibility which accountants are called 
upon to bear, none can doubt the wis­
dom of strengthening their organiza­
tion and securing a really representa­
tive body. We congratulate the leaders 
of the profession in America to whose 
efforts the unification is due. ”
In the same issue, The Accountant 
calls attention to the fact that the 
Institute this year is celebrating its 
fiftieth anniversary, saying: “ Those 
who have experience of the hospitality 
of the American accountants in the 
past do not need to be told that noth­
ing will be lacking in the entertainment 
that is to be offered to them.”
Dominion Association Meeting
The Institute will be officially repre­
sented by Edwin H. Wagner, of St. 
Louis, vice-president, at the annual 
meeting of the Dominion Association 
of Chartered Accountants, which will 
be held at Vancouver, August 16-19.
Examination Results
The papers of 489 candidates who 
sat for the Institute’s examinations on 
May 13th and 14th in 28 states which 
have adopted the Institute’s plan of 
cooperation have been graded by the 
Institute’s examiners.
The results, as reported to the state 
boards on June 14th, showed that 58 
per cent. were passed in auditing, 55 
per cent. were passed in commercial 
law and 28 per cent. were passed in 
accounting theory and practice. At 
the May, 1936, examinations 58 per 
cent. were passed in auditing, 45 per 
cent. were passed in commercial law 
and 9 per cent. were passed in account­
ing theory and practice.
Candidates took the Institute’s ex­
aminations in 10 other states which do 
not submit papers to the Institute’s 
examiners for grading. The total num­
ber of candidates taking the examina­
tion was 1,151.
Change in Vermont Board
With the passage of house bill No. 
211 the administration of the C.P.A. 
law of Vermont will no longer be under 
the state auditor of accounts as has 
been the case for the past fifteen years 
or so. The new law provides for crea­
tion of a state board of accountancy 
composed of certified public account­
ants, and the following have been ap­
pointed:
Charles F. Brooks, Montpelier, chair­
man.
Seth Densmore, Burlington, secretary.
H. Stanwood Brooks, St. Johnsbury
The change was made with the ac­
quiescence and encouragement of Ben­
jamin Gates, state auditor of accounts, 
who has been much interested in the 
development of the profession in Ver­
mont and has contributed largely 
toward it.
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“Tax Avoidance”
So many requests were received for 
copies of an editorial which appeared 
in the July issue of The Journal of Ac­
countancy, entitled “ Tax avoidance 
and tax evasion,” that reprints have 
been made and are available without 
charge.
Election of Members
In the absence of protest, the presi­
dent has declared elected, as members 
and associates respectively, 51 appli­
cants whose election had been recom­
mended by the board of examiners and 
approved by the council by mail ballot.
Following are the new members and 
associates:
A d v a n c e d  t o  M e m b e r s h ip  
Harry N. Dixon, New York, N. Y. M . Earl Tedtmann, Cincinnati, Ohio
A d m it t e d  a s  M e m b e r s
Samuel Aronowitz, New York, N. Y. 
Abraham L. Bilchick, New York, N. Y.
C. A. Blankenburg, Chicago, Ill. 
Francis J. Block, Laurel, Miss.
Frank C. Callahan, Cincinnati, Ohio 
Charles S. Carlson, New York, N. Y. 
Raymond L. Collett, New York, N. Y. 
George Edward Conroy, New Orleans, 
La.
W. K. Cottrell, Tulsa, Okla.
Edward C. Craft, Wilmington, N. C. 
Aaron Furman, New York, N. Y. 
Ernest M. Geisler, Milwaukee, Wis. 
Augustine F. Haderer, Philadelphia, 
Pa.
William A. Herrick, New York, N. Y. 
Thomas G. M. Higgins, New York, 
N. Y.
Walter Paul Hooper, Buffalo, N. Y. 
William T. Lake, Philadelphia, Pa. 
Morris Liebman, Philadelphia, Pa.
Robert Neal Lloyd, Dayton, Ohio 
Stanley Davies Melross, Los Angeles, 
Cal.
Carl Mur, New York, N. Y.
Philip M. Percus, New York, N. Y. 
George W. Perper, New York, N. Y. 
Alvin M. Powell, New York, N. Y.
V. R. Pritchard, Mobile, Ala.
Guisto E. Saiz, New York, N. Y. 
Floyd Lee Sanford, Fort Wayne, Ind. 
Harold F. Schneider, New York, N. Y. 
Herbert Cowan Scott, Detroit, Mich. 
Frank A. Spicer, Washington, D. C. 
Robert S. Sweeney, New York, N. Y. 
Russell Urquhart, New York, N. Y. 
James S. Wallace, Chicago, Ill.
Samuel Wallace, Honolulu, Hawaii 
Thomas R. Ward, Meridian, Miss. 
John Martin Wulff, New York, N. Y. 
Clarence Harvey Yohn, Chicago, Ill.
A d m it t e d  a s  A s s o c ia t e s
William E. Amsler, New York, N. Y. 
Dean Chamberlain, New York, N. Y. 
Edward A. Dettman, Appleton, Wis. 
George B. Estrup, New York, N. Y. 
Byron Jennings Harrill, Washington, 
D. C.
Walter H. Lynch, Jr., Augusta, Ga.
George M. Miller, Savannah, Ga. 
William K. Newton, Norman, Okla.
D. C. Patterson, Oklahoma City, Okla. 
Robert P. Ridges, Yonkers, N. Y. 
Robert C. Treadwell, White Plains, 
N .Y .
Joseph E. Zwisler, Chicago, Ill.
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Literary Award
The Beta Alpha Psi award for the 
most notable contribution to account­
ing literature published during the two- 
year period ending April 30, 1936, has 
been given to the National Committee 
on Municipal Accounting in recognition 
of the value of its publications on 
municipal accounting.
Credit Men’s Convention
Edwin H. Wagner, vice-president of 
the Institute, speaking at the 42nd an­
nual convention of the National As­
sociation of Credit Men, Chicago, 
June 22nd, suggested closer cooperation 
between credit men and certified public 
accountants and proposed the appoint­
ment of cooperative committees by the 
association and the American Institute 
of Accountants.
Mr. Wagner extended greetings as 
the official representative of the Insti­
tute. The secretary of the Institute 
also attended the convention, and both 
officers were invited to private lunch­
eons in honor of several speakers on the 
convention program. Among them 
were Florence E. Allen, judge of the 
Circuit Court of Appeals of the United 
States, and Henry J. Allen, former 
United States senator and governor of 
Kansas.
Other speakers on the program were 
W. A. Harriman, chairman of the board 
of the Union Pacific Railway; William
O. Douglas, of the Securities and Ex­
change Commission; R. H. Cabell, 
president of Armour & Company; and 
Daniel C. Roper, Secretary of Com­
merce. Attendance at the meeting was 
in excess of 3,000.
N a t u r a l  B u s in e s s  Y e a r
F. B. Andrews, of Chicago, a mem­
ber of council of the Institute, attended
a discussion meeting of the electrical 
and radio industries group of the as­
sociation, held on June 21st, and spoke 
briefly on the subject of the natural 
business year.
At the general session on June 23rd 
the convention adopted a resolution 
endorsing the natural business year 
campaign, as follows:
Whereas, for the past year the ex­
ecutive manager of the National As­
sociation of Credit Men has served as 
chairman of the Natural Business Year 
Council, and 
Whereas, this council has made com­
mendable and effective efforts to 
educate American business to the ad­
vantages of fiscal years coinciding with 
the natural cycle of operations of the 
individual enterprises concerned, and 
Whereas, investigation has shown 
that approximately 60 per cent. of our 
various types of businesses can be 
operated most efficiently and eco­
nomically on the basis of fiscal years 
other than the calendar year,
Be it resolved, that the National As­
sociation of Credit Men, in convention 
assembled at Chicago, June 21-24, 
1937, endorse the work of the Natural 
Business Year Council and urge its 
continuance, and
Be it further resolved, that the associa­
tion recommend to its members a study 
of the fiscal years of their own com­
panies in order to determine whether a 
change to a natural year would be ad­
vantageous.
Beta Alpha Psi
C. Aubrey Smith, professor of ac­
counting at the University of Texas 
and a member of the Institute, has been 
elected president of Beta Alpha Psi, 
national honorary accounting frater­
nity. Professor Herman C. Miller, of 
Ohio State University, also a member of 
the Institute, has been elected a mem­
ber of the grand council of the fraternity.
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Strike Delays Society 
Meeting
A communication from Parry 
Barnes, president of the Missouri 
Society of Certified Public Account­
ants, tells that because of a hotel strike 
in Kansas City, together with other 
labor disputes, the annual meeting of 
the society has been adjourned until 
September 17th.
Annual Meeting of Pennsylvania 
Institute
Members of the Pennsylvania In­
stitute of Certified Public Accountants 
gathered for their 1937 annual meeting 
at the Skytop Club in the Poconos 
June 17th to 19th. The first general 
session, following a meeting of council, 
was held on the evening of June 17th.
In opening the meeting J. Cyril 
McGarrigle, of Philadelphia, retiring 
president, asserted that the profes­
sion’s opportunities for service had 
been increased in recent years not 
only by legislation but by the broaden­
ing scope and ramifications of business. 
The next speaker was R. E. W. Harri­
son, vice-president of the Chambers­
burg Engineering Company. Mr. Har­
rison predicted that, “ In the future it 
may not be uncommon to find profes­
sional accountants on the boards of di­
rectors of large corporations.” He 
pointed out that accountants were pe­
culiarly fitted to direct corporate af­
fairs by their broad experience and inti­
mate knowledge of business operations.
There were two important ad­
dresses on the morning of June 18th.
C. A. Sienkiewicz, assistant to the 
president of the Federal Reserve Bank 
of Philadelphia, spoke on the relation 
of the Federal reserve system to busi­
ness. He said that its activities had re­
sulted in “ a type of currency that is
sound, acceptable throughout the land, 
and is thoroughly responsive to busi­
ness needs at all times.” Francis P. 
Byerly, of New York, discussed the 
formulation of accounting principles 
or conventions. He pointed out that 
“ what has frequently been spoken of 
as accounting principles includes a 
conglomeration of procedures, policies, 
methods and conventions relating both 
to the construction of accounts and 
their presentation.” He said that there 
seems to be general agreement among 
well-informed persons that the diffi­
culty of any attempt to formulate so- 
called principles or prescribed rules 
and regulations on accounting mat­
ters is so great that few, if any, sweep­
ing generalizations can safely be 
adopted. Friday afternoon and eve­
ning were largely devoted to enter­
tainment.
John L. Carey, secretary, officially 
represented the American Institute 
of Accountants at the meeting and 
spoke at the business session Saturday 
morning. He discussed activities of 
the national organization and dwelt on 
several of the major problems with 
which the accounting profession is 
faced at the present time.
The business session also occurred on 
Saturday morning, and after the sub­
mission of reports of officers and com­
mittees and discussion of legislation 
affecting accountants, officers for the 
coming year were elected and installed.
J. Carle Parry, Jr., of Philadelphia, 
was elected president and Harry Ness, 
of York, was elected vice-president. 
Robert J. Bennett, of Philadelphia, 
was re-elected secretary, and Benja­
min Goldenberg, of Philadelphia, was 
named treasurer. J. W. F. Heinbokel, 
of Scranton, William F. Marsh, of 
Pittsburgh, and Mr. McGarrigle were 
elected members of the council to 
serve for two years.
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Essay Contest for 
Staff Members
Prizes in the amount of $100 will be 
distributed by the American Institute 
of Accountants for the best essay sub­
mitted on the subject of “ Staff train­
ing.” The first prize will be $50, the 
second $25, the third $15 and the fourth 
$10.
Only staff employees of members or 
associates of the Institute or staff em­
ployees who are themselves members or 
associates of the Institute are eligible 
to compete.
Su g g e s t e d  S u b t o p ic s
Preliminary education (academic 
courses, professional courses, etc.), re­
lations between principals and staff 
members, relations with clients, grada­
tions in character of work assigned to 
staff men, special training for report 
writing, outside reading, lecture and 
study programs within the firm’s offi­
ces, staff conferences are among the 
topics which might be treated.
It is not required that any or all of 
these subtopics be dealt with in the 
essays submitted. They are offered 
merely as an indication of the type of 
matter the donor of the prizes has in 
mind.
The prizes have been offered with 
the hope that they will encourage the 
younger members of the profession to 
give thought to means by which they 
can best prepare themselves for posi­
tions of responsibility and that they 
will bring to light methods by which 
the growing need for well-trained as­
sistants can be met.
G e n e r a l  R u l e s
Essays must not be more than 5,000 
words in length but no minimum has 
been set.
All manuscripts must be submitted
in typed form on 8½ x 11 stationery, 
double or triple space typing.
The manuscript should not bear the 
name of the contestant but should be 
accompanied by a covering letter giving 
the contestant’s name and address and 
the name and address of the accounting 
firm by which he is employed. When 
submitted to the Institute, each manu­
script will be given a key number of 
identification.
All manuscripts must be placed in 
the mails, addressed to the American 
Institute of Accountants, 135 Cedar 
street, New York, N. Y., before mid­
night on October 31, 1937.
All essays submitted shall become 
the property of the American Institute 
of Accountants and shall be available 
for publication in The Journal of Ac­
countancy or T h e  C e r t if ie d  P u b l ic  
A c c o u n t a n t .
Those who intend to enter the con­
test are requested to notify the secre­
tary as soon as possible in order that 
the committee in charge may estimate 
the probable number of contestants 
and make necessary arrangements for 
the proper review of the manuscripts 
which will be submitted.
William M. Affelder
The Institute has been informed of the 
recent death of William M. Affelder, of 
New York, a member of the Institute 
and formerly a member of the American 
Society of C.P.A’s. Mr. Affelder at­
tended the College of the City of New 
York. He was the author of several 
books on accounting and taxation. At 
the time of his death Mr. Affelder 
was vice-president and comptroller of 
Thompson-Starrett Co., Inc., New 
York. He held certified public ac­
countant certificates in the states of 
Indiana and New Hampshire.
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Addresses by Member of 
Institute Committee
As a part of the educational work of 
the Institute’s special committee on 
governmental accounting, T. Coleman 
Andrews, of Virginia, spoke on the 
need for improvement in municipal 
accounting at recent meetings of so­
cieties of certified public accountants 
in Georgia, Florida and Maryland.
On April 30th Mr. Andrews was one 
of the featured speakers at the annual 
convention of the Georgia Society of 
Certified Public Accountants, held at 
Augusta. On May 4th he addressed the 
annual convention of the Maryland 
Association of Certified Public Ac­
countants at Baltimore and on May 
21st he spoke at the annual meeting of 
the Florida Institute of Accountants.
Before describing the work of the 
Institute’s committee and the Na­
tional Committee on Municipal Ac­
counting, in which the Institute co­
operates with other organizations, Mr. 
Andrews told of the increasing need 
for a high standard of governmental 
accounting caused by the increasing 
amount of governmental expenditures 
in proportion to the national income. 
He quoted statistics showing that from 
1900 to 1936 the “ cost of government” 
increased approximately ten times, 
while the national income increased 
only three times and the population 
only two-thirds of one time. He 
pointed out that while a substantial 
increase in the “ cost of government” 
is a result of abnormal expenditures 
which occurred during and after the 
World War, the major portion of the 
increase is attributable to the increase 
in “ cooperative services” administered 
by governmental units. Such enter­
prises, he said, call for intelligent, in­
dustrious and technically qualified ad­
ministrators in government on a par
with those found in private industry 
and for a high order of accounting and 
reporting practice.
The National Committee and the 
organizations which cooperate in its 
work are doing much to develop mu­
nicipal accounting to the point where 
it will serve effectively to protect 
the interests of the taxpayers, and he 
urged all accountants to support those 
efforts fully.
Extensions
As announced in the June issue of 
The Journal of Accountancy, the United 
States Treasury Department has re­
cently issued a new form for use by tax­
payers in making applications for ex­
tension of time for filing income-tax 
returns. Application on the new form 
must be made under oath. On May 
15th, H. W. Cuthbertson, secretary of 
the Ohio Society of Certified Public 
Accountants, issued a letter to all mem­
bers of the society calling attention to 
the new form and its requirement of an 
affidavit. He wrote as follows:
“ For your information, we are en­
closing a copy of mimeograph to col­
lectors of internal revenue recently 
issued by the Treasury Department. 
In the future, taxpayers desiring ex­
tensions of time for filing income-tax 
returns will be required to support 
applications by affidavits setting forth 
fully the reasons for the requests. 
This will handicap accountants in their 
work and will prove to be a nuisance to 
taxpayers.
“ In response to this ruling, the en­
closed letter has been addressed to the 
commissioner of internal revenue and 
to each of the collectors in Ohio. You 
are urged to write the collector in your 
district requesting a reconsideration of 
this order affecting the granting of 
extensions.
“ An expression of your opinion will 
be very helpful. Please do not delay.”
Accountancy and the Press
Following are brief excerpts from 
articles describing activities of the 
Institute which have recently appeared 
in the public press:
T a x  A v o id a n c e  
The insinuation that there is some­
thing unethical or even criminal in 
keeping one’s taxes, like other ex­
penses, as low as possible, which the 
American Institute of Accountants 
feels has grown out of the current con­
gressional inquiry, is criticized in the 
July issue of the Institute’s official or­
gan, The Journal of Accountancy. Al­
though the editorial has not yet ap­
peared, it was released today at the 
offices of the Institute, 135 Cedar 
street, because of the interest the in­
quiry has created.
“ Avoidance does not involve moral 
turpitude,”  the editorial contended. 
“ When tax rates are oppressive and 
unscientific, the instinct of self-preser­
vation asserts itself strongly. When 
there is no concealment of material 
facts there can be no wilful evasion. 
There is not even negligence.”
Citing Oliver Wendell Holmes and 
other Supreme Court justices, the edi­
torial pointed out that the court had 
held: “ There is nothing unlawful, or 
even mildly unethical, in the motive 
. . .  to avoid some portion of the burden 
of taxation.”
The magazine said that if a taxpayer 
fails to make allowable deductions, the 
Treasury does not send him a reminder 
that he has paid too much. It then 
asked: “ Can there be just complaint 
against taxpayers who follow the tax 
laws and at the same time minimize 
their burden?”
“ Many provisions of the law are
complicated and ambiguous,”  the mag­
azine said. “ The Treasury will impose 
a tax on one taxpayer under one inter­
pretation and another taxpayer under 
an opposite interpretation, and if both 
taxpayers are not advised by compe­
tent tax practitioners both will pay. 
Under the present administration there 
is no attempt to arrive at a fair tax. 
The avowed purpose is to collect the 
most that can be obtained.
“ Another instance of harsh admin­
istration is that time and again charges 
of fraud are made against wholly inno­
cent taxpayers. In many cases large 
sums are illegally collected from those 
who do not have proper legal advice, 
and also from those who are advised 
that they owe nothing, but who fear 
their reputations will be damaged even 
though the government’s charges are 
proved to be unfounded.”
New York Sun
P r o c e d u r e
Four or five years ago the American 
Institute of Accountants recommended 
that the New York Stock Exchange 
require all companies with listed securi­
ties to publish handbooks detailing 
their accounting procedure. Approved 
in theory, the suggestion was abandoned 
finally because of the great expense for 
certain companies with swarms of 
affiliates. But yesterday the application 
for listing the common stock of the 
Consolidated Aircraft Corporation con­
tained such a statement of accounting 
practice, inserted at the request of the 
stock exchange. It has been pointed out 
that aircraft companies today are in 
much the same position as motion- 
picture companies were fifteen and 
twenty years ago, inasmuch as experi­
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ence has not yet indicated any standard 
period for amortization of experi­
mental costs. Their problem is further 
complicated by the Vinson act, regulat­
ing profits on army and navy contracts. 
The statement by Consolidated Air­
craft clarifies what might otherwise 
be an exceedingly muddy accounting 
record.
New York Times
A n n iv e r s a r y
Membership of the general commit­
tee in charge of arrangements for ob­
servance of the fiftieth anniversary of 
the American Institute of Accountants 
at the Hotel Waldorf-Astoria, New 
York, October 18 to 21, next, was 
announced yesterday. The honorary 
chairman of the committee is W. 
Sanders Davies, partner in Davies & 
Davies, certified public accountants of 
103 Park avenue. The chairman of the 
executive committee of the general 
observance committee is P. W. R. 
Glover, partner in Barrow, Wade, 
Guthrie & Co., 120 Broadway.
Sixteen states and the District of 
Columbia are represented among the 
members of the general committee, 
which includes past presidents of the 
American Institute of Accountants and 
the American Society of Certified 
Public Accountants, which recently 
merged with the Institute. Among the 
past presidents on the committee is 
James A. Councilor, of Washington,
D. C.
Washington Post
N a t u r a l  B u s in e s s  Y e a r
Results of a survey to determine the 
natural fiscal business years of a wide 
variety of American industries as dif­
ferentiated from the arbitrary calendar 
fiscal year of January 1 to December 31, 
which came into general use with pas­
sage of a since repealed Federal corpo­
rate tax law in 1909, were made known
yesterday by the Natural Business 
Year Council, 135 Cedar street.
The survey report represents organ­
ized research which was initiated, with 
the cooperation of a large list of trade 
associations, soon after the formation 
of the council in November, 1935.
The council is conducting a campaign 
to point out to companies in the various 
fields of production and wholesale and 
retail sales the advantage of adopting, 
for purposes of more efficient account­
ing, twelve-month periods with closing 
dates which coincide with the seasonal 
low points in their business cycles.
New York Herald-Tribune
L u m b e r  A c c o u n t s
A very imposing book (entitled Lum­
ber Accounts) has just been published 
by the American Institute Publishing 
Company, New York city. Walter 
Mucklow, C.P.A., is the author. The 
book is the most comprehensive analy­
sis of lumber accounting that we have 
seen. It encompasses not merely an 
analysis of accounting, with the various 
necessary forms, but also offers a com­
plete and analytical treatise on the 
entire wood business, from timber lands 
along down through the manufacture, 
selling, distribution and utilization. It 
includes descriptive and valuable in­
terpretative material concerned with 
the fundamentals of all phases of the 
industry. It takes and separately treats 
the various groups within wood busi­
ness, outlines and analyzes trade cus­
toms, defines and explains associations 
and their respective activities, covers 
the subject of foreign trade, and pre­
sents a highly interesting glossary of 
terms peculiar to the business.
The book is exceptional from many 
standpoints. The publishers state that 
all of the material has been carefully 
checked with informed authorities in 
the respective lumber regions. The 
price is $4.00.
Hardwood Record
State Accountancy Legislation
FOLLOWING are reports on the progress of accountancy legislation 
in the various states as reported to the 
Institute:
Colorado
As reported in the June issue of this 
bulletin, H. 575, superseding the pre­
viously existing accountancy law of 
Colorado, was passed by the legislature 
on May 14th and was approved on 
June 1, 1937. Following is the text of 
the new act:
An act to specify the qualifications of 
certified public accountants and regis­
tered accountants; to regulate the services 
performed and the reports issued by them; 
providing for the collection and disposi­
tion of fees; providing for the administra­
tion hereof; amending or repealing all 
acts or parts of acts in conflict herewith, 
and providing penalties for the violation 
of this act.
Be it enacted by the general assembly 
of the state of Colorado:
Section 1. The administration of 
this act shall be vested in the State 
Board of Accountancy. The members 
of said board shall be persons skilled 
in the knowledge and practice of ac­
counting and actively engaged as certi­
fied public accountants within the 
state of Colorado.
Section 1. A  majority of the board 
shall constitute a quorum and the 
affirmative or negative vote of two 
members thereof shall be considered 
as the action of said board, except in 
actions relative to the suspension or 
revocation of a certificate issued to a 
registered accountant under section 11
of this act. In all such considerations, 
the unanimous vote of the board, includ­
ing the vote of the person appointed 
by the governor as provided for under 
section 17, subdivision (c), of this act, 
shall be necessary.
Section 3. In addition to other du­
ties provided hereafter, it shall be the 
general duty of this board to foster the 
standard of education pertaining to 
the science and art of accountancy, 
not only in its relationship to the inter­
est of individual and organized busi­
ness enterprises but in its relationship 
to the welfare of government, both 
general and local. This board shall en­
deavor, both within and without the 
profession of accountancy to bring 
about a better understanding or rela­
tionship of the science of accounting 
to the problems of public welfare.
Section 4. The board being charged 
with the administration of this act 
shall have power to design and use a 
seal, compel the attendance of wit­
nesses, administer oaths, take testi­
mony and receive proofs concerning all 
matters within its jurisdiction. It shall 
formulate rules for its guidance, not 
inconsistent with the provisions of 
this act and print the same for distribu­
tion. It may prescribe and publish 
reasonable standards of professional 
conduct and reasonable rules defining 
unethical practice for registered ac­
countants. No such standard or rule 
relating to professional conduct or 
unethical practice shall be adopted un­
til the board has held a public hearing 
with reference thereto, notice of which 
shall be mailed at least sixty days be­
fore such hearing to every holder of a 
certificate issued under the provisions 
of this act. No such rule or standard
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shall become effective until sixty days 
after its adoption by the board. Any 
person who shall have appeared at 
said public hearing and filed written 
protest against any proposed standard 
or rule may, upon the adoption of such 
standard or rule, obtain a review 
thereof by a court of competent juris­
diction in which proceeding the court 
shall pass upon and determine the 
reasonableness and the lawfulness of 
such standard or rule. Thereafter every 
person practising as a certified public 
accountant and/or a registered ac­
countant in the state shall be governed 
and controlled by the rules and stand­
ards prescribed by the board.
Any rule, standard or code of ethics 
shall apply with equal force to all per­
sons holding certificates under this act. 
No rule of ethics shall be promulgated 
which will work to the disadvantage of 
any one group and in favor of another.
Section 5. All certificates issued 
under the provisions of this act shall 
be signed by at least two members of 
the board. The board shall record its 
proceedings, list all certificates issued 
and revoked and shall maintain such 
other records as may be necessary or 
desirable and all records shall be open 
to the inspection of the public at the 
office of the secretary of the board.
Section 6. The board may make all 
needful rules and regulations regard­
ing the conduct of the examinations or 
their character or scope, the method 
and time of filing applications for ex­
amination and their form and contents 
and all other rules and regulations 
necessary to carry into effect the pur­
poses of this act, except as hereinafter 
provided.
Section 7. Accountancy, definition. 
A person shall be deemed to be in 
practice as a registered accountant, 
within the meaning and intent of this 
act:
(A) Who holds himself out to the 
public or in any manner as one skilled 
in the knowledge, science and practice 
of accounting, and as qualified and
ready to render professional service 
therein as a registered accountant for 
compensation; or
(B) Who maintains an office for the 
transaction of business as a registered 
accountant, or who, except as an em­
ployee of a registered accountant, 
practises accounting, as distinguished 
from bookkeeping, for more than one 
employer; or
(C) Who offers to prospective clients 
to perform for compensation or who 
does perform on behalf of clients 
for compensation, professional services 
that involve or require an audit or cer­
tificates of financial transactions and 
accounting records; or
(D) Who prepares or certifies for 
clients reports of audits, balance-sheets 
and other financial, accounting and 
related schedules, exhibits, statements 
or reports which are to be used for 
publication or for credit purposes, or 
are to be filed with a court of law or 
with any other governmental agency, 
or for any other public purpose; or
(E) Who, in general or as an inci­
dent to such work, renders professional 
assistance to clients for compensation 
in any or all matters relating to ac­
counting procedure and the recording, 
presentation and certification of finan­
cial facts.
(F) Every member of a partnership, 
and every officer and director of a cor­
poration who, in such capacity, does 
any of things enumerated in subsec­
tions (A) thru (E) of this section, shall 
be deemed to be in practice as a regis­
tered accountant.
(G) Nothing contained in this act 
shall prevent the employment by a 
registered accountant of persons who 
serve as accountants in various capac­
ities, as needed; provided, that such 
persons shall have a sufficiently tech­
nical education in accounting theory 
and commercial law as affecting ac­
countancy; provided further, that such 
persons work under the control and 
direct supervision of registered ac­
countants and that such persons shall
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not issue any statements or reports 
over their own names except such 
office reports to their employers as are 
customary, and that such employees 
are not in any manner held out to the 
public as registered accountants, as 
described in this act.
(H) Nothing contained in this act 
shall apply to any persons who may 
be employed by more than one person, 
partnership, or corporation, for the 
purpose of keeping books, making trial 
balances or statements; provided, such 
reports or statements are not used or 
issued by the employers as having been 
prepared by a registered accountant.
(I) Nothing contained in this act 
shall apply to holders of state-granted 
certified public accountant certificates 
from other states who may be tempo­
rarily in this state on professional 
business incident to their regular prac­
tice in the states of their domicile, 
but with neither residence nor office in 
this state;
(J) Nothing contained in this act 
shall apply to an attorney who, in 
connection with his professional duties, 
prepares or certifies reports to be filed 
with a court of law, board or other 
governmental agency, or to be used for 
any public purpose, when said reports 
contain no balance-sheet or profit- 
and-loss statement.
Section 8. Licenses:
(A) No person may lawfully practise 
in this state as a certified public ac­
countant either in his own name, or 
as an employee, or under an assumed 
name, or as an officer, member or em­
ployee of a firm, or as an officer or em­
ployee of a corporation, unless such 
person has been granted by the board 
a certificate as a certified public ac­
countant, and unless such person, firm 
or corporation, jointly and severally, 
has complied with all of the provisions 
of this act, including annual registra­
tion as herein provided.
(B) From and after July 1, 1937, 
no person may lawfully practise in this 
state as a registered accountant either
in his own name, or as an employee or 
under an assumed name, or as an officer, 
employee, or member of a firm, or as 
an officer or employee of a corporation, 
unless such person has been granted by 
the board a certificate of authority as 
a registered accountant and unless 
such person, firm or corporation, jointly 
and severally, has complied with all 
of the provisions of this act, including 
annual registration as herein provided.
(C) From and after July 1, 1937, 
no corporation and no officer or em­
ployee thereof may lawfully practise in 
this state as a registered accountant 
either in his name, or as an employee 
or under an assumed name, unless 
such person and corporation has been 
granted by this board a certificate of 
authority as a registered accountant 
and unless such person or corporation, 
jointly and severally, has complied 
with all the provisions of this act, 
including annual registration as herein 
provided.
Section 9. Qualifications for licenses 
as certified public accountants.
(A) The board shall issue a certifi­
cate as a certified public accountant to 
all persons who become entitled thereto 
under sections nine (9) and ten (10) 
of this act.
(B) No certificate as a certified pub­
lic accountant shall be granted to any 
person other than a citizen of the 
United States, or person who has in 
good faith declared his intention of 
becoming such citizen, who is a resi­
dent of the state of Colorado, who is 
over the age of twenty-three years and 
of good moral character and (except as 
provided in section 10) who shall have 
successfully passed an examination in 
accounting theory and practice, gov­
ernmental accounting, auditing, com­
mercial law as affecting accountancy 
and in such other subject as the board 
may deem necessary.
(C) Examinations shall be held by 
the board at least once in each year at 
such times and places as may be deter­
mined by it. The time and place of
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holding examinations shall be adver­
tised for not less than three consecutive 
issues nor less than 30 days prior to 
the date of such examination, in at 
least one legal newspaper, printed and 
published in each city within the state 
of Colorado, wherein is situated a 
school of higher learning. Each appli­
cant shall also be notified by mail by 
the secretary of the board, at the 
address mentioned in the application, 
when and where such examination will 
be held. Such notice shall be mailed 
not less than thirty days prior to the 
date of the next examination.
(D) Applicants for a certificate as a 
certified public accountant must have 
completed at least a four-year high- 
school course of study or have received 
an equivalent education, the value of 
equivalents offered to be determined 
by the board. In addition said appli­
cants must have had at least five (5) 
years’ accounting experience in public 
practice. The board may accept evi­
dence of sufficient technical education 
in accountancy in lieu of two (2) years 
of public accounting experience.
Section 10. Exceptions. The state 
board of accountancy may, in its dis­
cretion, waive the examination of and 
issue a certificate to any person pos­
sessing the qualifications mentioned in 
subsection (B) of section 9 who:
(A) Is the holder of a certificate to 
practise as a certified public account­
ant issued under the laws of any other 
state which extends similar privileges 
to certified public accountants of this 
state, provided such certificate was 
issued upon due examination, and pro­
vided that the requirements of the law 
of such state are, in the opinion of the 
board, equivalent to the requirements 
of the law of this state;
(B) Is the holder of a certificate of 
license to practise as a public account­
ant issued in any foreign country, pro­
vided such certificate was issued upon 
due examination, that the requirements 
regulating the issuance of such certifi­
cates are, in the opinion of the board,
equivalent to the requirements of the 
law of this state and that such foreign 
country extends similar privileges to 
certified public accountants and regis­
tered accountants of this state.
Section 11. Certificates to registered 
accountants without licenses.
(A) The board shall, without exami­
nation, issue a certificate of authority 
to practise as a registered accountant to 
each individual resident of the state of 
Colorado who applies before July 1, 
1937, who presents evidence of good 
moral character satisfactory to the 
board, and
(1) Who furnishes affidavits from 
at least three persons stating that the 
applicant had been retained by them 
as a public accountant for the purpose 
of preparing financial statements or 
periodical audits; and
(2) Who furnishes satisfactory evi­
dence he was maintaining an office in 
the state for the practice of public 
accounting on his or her own account 
at the date of the taking effect of this 
act; or
(3) Who for three years has been an 
employed member of the staff of a cer­
tified public accountant or a public 
accountant or of a firm of certified 
public accountants or public account­
ants; or
(4) Who, in the opinion of the board, 
has had three years’ experience equiv­
alent to that specified in paragraph (3) 
of this subsection.
(B) The board shall issue certificates 
of authority to firms, provided, that the 
resident partner or partners and resi­
dent manager have received certificates 
as certified public accountants; or that 
the resident manager and resident 
partners of such firm have received 
certificates of authority under the laws 
of this state; or that the resident 
manager and each partner of such 
firm has received either a certificate 
as a certified public accountant or a 
certificate of authority issued under 
the laws of this state.
(C) The board shall issue certificates
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of authority to corporations to practise 
as registered accountants who:
(1) Upon passage of this act are 
corporations legally organized under 
the laws of this state, with power 
to practise as registered accountants 
within the meaning of this act; and
(2) On or before July 1, 1937, shall 
furnish satisfactory evidence to the 
board that such corporation was legally 
incorporated under the laws of this 
state at the date of taking effect of this 
act; and
(3) Whose manager and whose board 
of directors shall each have received 
either a certificate as a certified public 
accountant or a certificate of authority 
to practise as a registered accountant 
as provided in this act.
(D) Whenever the manager or any 
of the directors of such a corporation 
in the practice of public accounting 
shall cease or shall fail to hold certifi­
cates as certified public accountants or 
certificates of authority as provided in 
this act, the certificate of authority to 
the corporation shall become void and 
so be recorded by the board.
(E) The board shall also issue a cer­
tificate of authority to practise as a 
registered accountant to all persons 
who shall comply with the require­
ments of section 9 of this act, except the 
provisions of subsection (D) of said 
section 9 requiring five years’ account­
ing experience in public practice. The 
board may without further examina­
tion grant to all persons receiving a 
certificate of authority to practise as a 
registered accountant under the author­
ity of this subsection, a certificate as a 
certified public accountant upon com­
pletion of the requirements for account­
ing experience in public practice, all as 
provided for in section 9, subsection
(D) of this act.
Section 12. Requirements for prac­
tice as certified public accountant or 
registered accountant.
(A) Any person who has received 
from the board a certificate of his 
qualifications to practise as a certified
public accountant shall be styled and 
known as a “ certified public account­
ant” and no other person shall assume 
to use such title or the abbreviation 
“ C.P.A.” or any other word, words, 
letters or figures to indicate that the 
person using the same is a certified pub­
lic accountant. The term “ cost ac­
countant,” “ chartered accountant” 
and “ certified accountant” and the 
abbreviation “ C.A.” are specifically
prohibited to such other persons as being prima facie misleading to the 
public. Any person who has received 
from the board a certificate of author­
ity, as herein provided, shall be styled 
and known as a “ registered account­
ant” and no other person, other than 
a certified public accountant, shall 
assume to use such designation or any 
other word, words, letters or figures to 
indicate that such person is entitled to 
practise as a public accountant.
(B) No person shall practise in this 
state as a certified public accountant 
or a registered accountant, either in his 
name, under an assumed name or as a 
member of a partnership, except as 
provided in subsection (i) of section 7, 
unless he shall have been granted a 
certificate by the board and secured a 
registration card for the current year. 
No person shall practise in this state 
as a public accountant as an officer or 
director of a corporation engaged in 
the practice of public accounting, unless 
the corporation shall have been grant­
ed a certificate by the board and se­
cured a registration card for the current 
year.
(C) Any partnership, which is en­
titled to practise as certified public 
accountants in this state or any other 
state every resident member and resi­
dent manager of which is a certified 
public accountant of this state, after 
registering the partnership name with 
the board, may use the designation 
“ certified public accountants” in con­
nection with the partnership name. 
Any partnership, every member and 
resident manager of which is a certified
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public accountant and/or registered 
accountant of this state or any other 
state or holds a certificate of authority 
under this act, after registering the 
partnership name with the board, may 
use the designation “registered ac­
countants” in connection with the 
partnership name. An assumed name, 
in use prior to the taking effect of this 
act, may be used the same as a partner­
ship name, provided the individual 
persons practising in the state of 
Colorado as principals under that 
name hold certificates issued by the 
board and register the name with the 
board.
Section 13. Annual registration card. 
The board shall in December of each 
year, upon application made by any 
holder of an unrevoked Colorado certifi­
cate as a certified public accountant or 
an unrevoked Colorado certificate of au­
thority as provided for in this act, issue 
a registration card, which card shall be 
good until December thirty-first of the 
next succeeding year, unless the said 
certificate shall sooner be revoked. A 
registration card shall also be issued to 
any partnership or corporation, upon 
application, which has complied with 
the provisions of this act. Interim regis­
trations shall be issued to individuals, 
partnerships and corporations who have 
complied with the provisions of this 
act within the year.
Section 14. Fees.
(A) Any person making an applica­
tion for examination or certificate shall 
accompany such application with a 
United States money order or a certi­
fied check endorsed to the state board 
of accountancy in the sum of twenty- 
five dollars ($25.00) for application 
filed under section 9 or under subsection
(A) of section 10, or under subsection
(E) of section 11, and in the sum of fifty 
dollars ($50.00) for application filed 
under subsection (B) of section 10. 
Should such application be rejected by 
the state board of accountancy such 
check or money order shall be returned 
to the applicant, but immediately upon
approval of the application such check 
or money order shall be deposited in 
the treasury of the board in the manner 
provided by law.
(B) Every applicant who shall be 
unsuccessful in any subject or subjects 
in the initial examination shall have the 
privilege of one re-examination in that 
subject or subjects without payment of 
an additional fee, if application for such 
re-examination be made within two 
years from the date of the first exami­
nation.
(C) All persons to whom an annual 
registration card is issued shall pay an 
annual fee of five dollars ($5.00) there­
for. All partnerships or corporations 
to whom an annual registration card is 
issued shall pay an annual fee of ten 
dollars ($10.00). Interim registrations 
shall be at the full rates as above speci­
fied.
(D) All fees collected under this 
act, in excess of the operating and ad­
ministration expenses hereof, shall be 
credited to the general fund.
Section 15. Disclosure of interest.
(A) A certificate of an accountant 
must disclose interest in corporation, 
associations, co-partnership or indi­
vidual proprietorship reported on:
(1) Whenever any person shall, as a 
certified public accountant, or regis­
tered accountant, sign or certify any 
report, schedule or statement relative 
to the affairs of any corporation, asso­
ciation or co-partnership, in which such 
person is financially interested or by 
which such person is regularly engaged 
as an officer or employee, such signa­
ture or certification shall be accom­
panied by a specific statement setting 
forth the fact that such person is finan­
cially interested in, or is an officer or 
regular employee of such corporation, 
association or co-partnership. If such 
person is both financially interested 
and an officer or regular employee, the 
statement shall cover both such finan­
cial interest and employment. In the 
case of a corporation holding a certifi­
cate of authority signing or certifying
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as above, the interest of any of its 
stockholders shall be disclosed.
(2) The board may make and en­
force all necessary rules and regulations 
relative to the foregoing provisions 
and may determine upon the particular 
phraseology necessary to carry into 
effect the provisions thereof.
(3) Any person who shall violate 
the provisions of this section shall be 
deemed guilty of a misdemeanor and 
upon conviction thereof shall be pun­
ished by a fine of not less than fifty 
dollars ($50.00) nor more than two 
hundred dollars ($200.00).
(B) It shall be the duty of the re­
spective district attorneys to prosecute 
all violations of the provisions of this 
act.
Section 16. Penalties. Any person 
shall be deemed guilty of a misde­
meanor, and upon conviction shall be 
punished by a fine of not more than 
five hundred dollars ($500.00) for each 
offense, or by imprisonment in the 
county jail for not more than one year, 
or by both such fine and imprisonment;
(A) Who shall use any other term 
than certified public accountant or the 
abbreviation “ C.P.A.” or who shall 
use any term other than registered ac­
countant or the abbreviation “ R.A.” 
to indicate that he is a public account­
ant with a specially granted title; or
(B) Who shall, when practising un­
der an assumed name, or as a member of 
a partnership, other than one which is 
registered under section 12 as com­
posed of certified public accountants, or 
as an officer of a corporation, announce, 
either in writing or by printing, that 
the assumed name, partnership or 
corporation is practising as a certified 
public accountant or certified public 
accountants; or
(C) Who shall, as a member of a 
partnership, announce either in writing 
or by printing that the partnership is 
practising as “ registered accountants” 
unless the partnership is registered as 
such under section 12; or
(D) Who shall, as an officer of a cor­
poration, permit it to practise as a 
registered accountant unless it is regis­
tered with the board and holds an 
unrevoked certificate of authority from 
the board; or
(E) Who holds himself out to the 
public as a certified public accountant 
or who assumes to practise as a certified 
public accountant unless he has re­
ceived a certificate as such from the 
board; or
(F) Who holds himself out to the 
public as a registered accountant or 
who assumes to practise as a regis­
tered accountant unless he has received 
a certificate of authority from the 
board; or
(G) Who shall practise as a certified 
public accountant or as a registered 
accountant after his certificate has been 
revoked; or
(H) Who shall as an individual, or, 
as a member of a partnership or as an 
officer or director of a corporation, 
practise or permit the partnership or 
corporation to practise as a certified 
public accountant or as a registered 
accountant unless a registration card 
has been secured for the current year; 
or
(I) Who shall sell, buy, give or ob­
tain an alleged certificate as a certified 
public accountant, or a certificate of 
authority, or a registration card in any 
other manner than is provided for by 
this act; or
(J) Who shall attempt to practise as 
a certified public accountant or as a 
registered accountant under guise of a 
certificate not issued by this board, 
or under cover of a certificate obtained 
illegally or fraudulently; or
(K) Who wilfully shall certify to any 
false or fraudulent report, certificate, 
exhibit, schedule or statement; or
(L) Who shall attempt by any sub­
terfuge to evade the provisions of this 
act while practising as a registered 
accountant; or
(M) Who shall, as an individual, or 
as a member of a partnership or as an 
officer of a corporation, permit to be
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announced by printed or written state­
ment that any report, certificate, 
exhibit, schedule or statement has been 
prepared by or under supervision of a 
certified public accountant or by or 
under supervision of a registered ac­
countant when the person who pre­
pared the same was not such certified 
public accountant or registered ac­
countant.
Section 17. Revocation of certifi­
cates and registration cards.
(A) The board may, on its own mo­
tion, make investigation and conduct 
hearings and may on its own motion or 
upon complaint in writing, duly signed 
and verified by the complainant, revoke 
or suspend for a definite period any 
certificate or registration card or offi­
cially censure the holder thereof, if it 
finds that he has violated the provisions 
of this act or any duly promulgated 
standard or rule or practice.
(B) In the case of a corporation or a 
partnership, it shall be sufficient cause 
for the revocation or suspension of the 
certificate or registration card of such 
partnership or corporation, or for cen­
sure of it, if it be found that any officer, 
director or member thereof has been 
guilty of such act or omission as would 
be cause for revoking or suspending a 
certificate or card to such person as an 
individual or for censuring him.
(C) A copy of the complaint shall be 
served upon the person complained 
against by personal service or by mail­
ing same to his last known business 
address and in case the complaint is 
against a person, who is an officer, 
director, member or employee of a cor­
poration or partnership, a copy of the 
complaint shall also be served upon 
such corporation or partnership. The 
person so served shall file his answer 
thereto with the board within twenty 
days after such service. The board shall 
thereupon set the matter for hearing as 
promptly as possible and within thirty 
days after the date of filing of the 
answer. Prior to any hearing involving 
the suspension or revocation of a certifi­
cate issued to a registered accountant 
under section 11 of this act, the Gov­
ernor of the state of Colorado shall 
appoint a person actively engaged in 
public practice within the state of Col­
orado as a registered accountant under 
the provisions of this act, who shall 
be present at such hearing and shall 
exercise the same voting rights and 
receive the same compensation as the 
members of said State Board of Account­
ancy. The defendant and, if there be a 
complainant other than the board, the 
complainant may appear at such hear­
ing in person or by attorney or agent.
(D) No order revoking or suspending 
a certificate or card or censuring the 
holder thereof shall be made until after 
a public hearing or hearings held be­
fore the board or any member thereof. 
Such hearing or hearings shall be held 
at such places as may be designated by 
the board. The testimony presented 
and proceedings had at such hearing 
shall be taken in shorthand and pre­
served with the records of the board. 
The board shall, as soon thereafter as 
possible, make its findings and deter­
mination thereon.
(E) The action of the board in re­
voking or suspending a certificate or 
card or censuring a holder thereof shall 
be subject to review by a court of 
competent jurisdiction and should the 
decision of the board be reversed, all 
costs shall be paid by said board.
(F) The display of a card, sign, 
advertisement, a directory listing, or 
the issuance of a letterhead bearing the 
name of an individual, corporation or 
partnership as a practitioner of public 
accounting as defined in section 7 shall 
be prima facie evidence in any hearing 
or prosecution against such person, 
that the person whose name is so carried 
therein is responsible for the same and 
announcing thereby to practise public 
accounting. In any hearing or prosecu­
tion under this act, the proof of a single 
act prohibited by law shall be sufficient 
without proving a general course of 
conduct.
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Section 18. Nothing contained in this 
act shall be construed to be a revoca­
tion or suspension of any certificates 
heretofore granted by the State Board 
of Accountancy to various individuals 
authorizing them to practise as certified 
public accountants within the state of 
Colorado; provided, however, that the 
holders of all such certificates shall en­
joy and be subject to all rights, privi­
leges and penalties provided for by law.
Section 19. All acts or parts of acts in 
conflict herewith are hereby repealed.
Section 20. If any section, subsection, 
sentence, clause or phrase of this act is 
for any reason held to be unconstitu­
tional, such decision shall not affect the 
validity of the remaining portions of 
this act. The legislature hereby declares 
that it would have passed the act and 
each section, subsection, sentence, 
clause or phrase thereof irrespective of 
the fact that any one or more section, 
subsections, sentences, clauses or 
phrases be declared unconstitutional.
Section 21. It is hereby declared that 
this act is necessary for the immediate 
preservation of the public peace, health 
and safety.
Approved, June 1, 1937.
D e l a w a r e  
No further action has been reported 
on H. 167 which was passed by the 
Delaware house of representatives on 
April 19th. The bill was referred to the 
senate on the same day. It was de­
signed to protect confidential relations 
between certified public accountants 
and their clients.
F l o r id a
Both H. 1067 and H. 1542, which 
were before the Florida legislature for 
consideration, died upon adjournment 
on June 4th. These bills would have 
made administrative changes in the 
law.
M in n e s o t a  
No further action has been reported
on H. 20-X introduced in the Minne­
sota legislature on May 26th. This con­
tains a provision waiving examination 
to certain candidates.
M is s o u r i
H. 258, introduced in the Missouri 
legislature on February 16th, died on 
the calendar when the legislature ad­
journed on June 8th.
New Hampshire
Following is the text of the new 
accountancy act passed by the legisla­
ture of New Hampshire and approved 
on June 2, 1937:
An act to create a state board 
of accountancy.
Be it enacted by the senate and house 
of representatives in general court 
convened:
1. New Chapter. Amend chapter 270 
of the public laws by striking out all of 
said chapter and inserting in place 
thereof the following:
C h a p t e r  270 
Public Accountancy
1. Definitions. When used in this 
chapter the term “ certified public ac­
countant” means a person skilled in 
the science and practice of accountancy 
who has received from the board of 
accountancy hereinafter created a cer­
tificate of his qualifications to practise 
as a certified public accountant or who, 
at the time of the passage of this chap­
ter, was legally registered as a public 
accountant.
2. Board of Accountancy. There is 
hereby created a board of accountancy 
to consist of three members to be ap­
pointed by the governor with the advice 
and consent of the council, all of whom 
shall be holders of certificates issued 
under the provisions of this chapter or 
under the provisions of chapter 127 of 
the laws of 1921 heretofore known as 
chapter 270 of the public laws. Mem­
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bers of the board must have held cer­
tificates as certified public accountants 
from the state of New Hampshire for a 
period of at least five years, and must 
have been residents of the state for a 
period of at least five years immediately 
preceding their appointment.
At least two members of the board 
shall be actively engaged in the prac­
tice of public accounting at the time of 
their appointment.
Those first appointed shall hold office, 
one for one year, one for two years, and 
one for three years and until their 
successors are appointed and qualified, 
the term of each to be designated by 
the governor and council in each ap­
pointment. Their successors shall be 
appointed for terms of three years and 
until their successors are appointed 
and qualified. No person shall be ap­
pointed to serve more than two con­
secutive terms. Vacancies occurring in 
the board may be filled by the governor 
with the advice and consent of the 
council by appointment for the unex­
pired term. The governor may, with 
the advice and consent of the council, 
after hearing, remove any member of 
the board for neglect of duty or other 
just cause. The board shall organize by 
the election of a chairman and a secre­
tary-treasurer and may make all rules 
and regulations necessary to carry 
into effect the purposes of this act. 
A majority of members acting as a 
board shall constitute a quorum for the 
transaction of business. The board 
shall have a seal which shall be judi­
cially noticed. The board shall keep a 
record of all the proceedings and ac­
tions by and before the board, and in 
any proceeding in a court a certificate 
under the seal of the board shall be 
prima facie evidence of any proceeding 
or action by or before the board stated 
in said certificate. Members of the 
board shall be compensated in the 
amount of five dollars per day for each 
day actually engaged in the duties of 
the office. In addition the secretary- 
treasurer shall be compensated in the
amount of fifty dollars ($50) per annum.
3. Certificates. The certificate of 
“ certified public accountant” shall be 
granted by the board to any person 
who is a citizen of the United States, 
and who is a resident of the state of 
New Hampshire and has a place of 
business or is employed therein at the 
time of his application, and who is over 
the age of twenty-one years, and who is 
of good moral character, and who is a 
graduate of a high school with a four 
years’ course or has had an equivalent 
education, and who shall have been in 
the employ of a certified public ac­
countant for a period of at least four 
years or who, in the opinion of the 
board, has had similar responsible ex­
perience, and who shall have success­
fully passed examinations in the theory 
and practice of general accounting, in 
auditing, in commercial law, and in such 
other related subjects as the board may 
deem advisable. This section is subject 
to the exceptions contained in section
5 of this chapter.
4. Examinations. All examinations 
provided for herein shall be conducted 
by the board. The examinations shall
take place as often as may be necessary 
in the opinion of the board but not 
less frequently than once each year. 
The time and place of holding exami­
nations shall be designated by the 
board. A candidate who shall have 
passed a satisfactory examination in all 
but one of the subjects given by the 
board for examination may be re­
examined in that subject only at sub­
sequent examinations held by the 
board, and if he passes in that subject, 
he shall be considered to have passed 
the examination. Nothing in this law 
shall be construed as prohibiting the 
re-examination in all subjects of a 
candidate who has failed in a prior 
examination.
5. Exceptions. Nothing herein shall 
be construed as revoking any certificate 
as “ certified public accountant” issued 
under chapter 127 of the laws of 1921, 
hitherto known as chapter 270 of the
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public laws of the state of New Hamp­
shire, provided that the holders of such 
certificates have complied with the 
provisions of annual registration, pro­
vided for in chapter 270 of the public 
laws of New Hampshire.
The board of accountancy may, in its 
discretion waive the examination and 
residence requirements provided by 
section 3 of this chapter, and may issue 
a certificate as “ certified public ac­
countant” to any person possessing the 
other qualifications mentioned in sec­
tion 3 of this chapter who is the holder 
of a certificate as certified public ac­
countant issued under the laws of any 
state or territory, provided the require­
ments for such certificate in the state 
or territory which has granted it to the 
applicant are in the opinion of the board 
equivalent to those herein required; 
or who is the holder of a certificate 
as “ certified public accountant” or 
the equivalent thereof issued in any 
foreign country, provided the require­
ments for such certificates are in the 
opinion of the board equivalent to those 
herein required; and further provided 
that such states, territories, or foreign 
countries shall have reciprocal agree­
ment with this state, whereby a resi­
dent of the state of New Hampshire 
holding a certificate as a certified pub­
lic accountant, under the laws of the 
state of New Hampshire, may, upon 
application, obtain a certificate as a 
certified public accountant from said 
state, territory, or foreign country.
6. Revocation. The board of ac­
countancy by majority vote thereof 
may permanently revoke or tempora­
rily suspend the effect of the certificate 
of any certified public accountant who 
has been convicted of a felony by the 
courts of this state, or any other state, 
or has been guilty of any fraud or deceit 
in obtaining such certificate, or who 
has been guilty of wilful negligence or 
wrongful conduct in the practice of 
professional accountancy. Notice of 
the cause for such contemplated action 
and the date of hearing thereon by the
board shall be mailed to the holder of 
such certificate at his or her registered 
address at least twenty days before 
said hearing. No certificate shall be 
revoked or the effect thereof suspended 
until the board shall have had such 
hearing, but the non-appearance of the 
holder of any certificate after notice 
as herein provided shall not prevent 
such hearing. At all such hearings the 
attorney-general, or an assistant des­
ignated by him shall appear and repre­
sent the interests of the public. By 
majority vote the board may re-issue 
the certificate of any certified public 
accountant whose certificate shall have 
been revoked and may modify the 
effect of the suspension of any certifi­
cate which has been suspended.
7. Fees. The board of accountancy 
shall charge for the examinations pro­
vided for in this act the fee of twenty- 
five dollars. This fee shall be payable 
by the applicant at the time of making 
his or her initial application. In case 
the application is rejected, the fee shall 
be refunded. Should the applicant fail 
to pass the required examination, re­
examination or subsequent examina­
tions shall be given the same applicant 
for an additional fee of ten dollars for 
each examination. No additional fee 
shall be charged for the certificate of a 
successful applicant.
8. Annual Registration. All such 
certified public accountants shall prac­
tise in this state for one year after ad­
mission thereto. Annually, each certi­
fied public accountant shall register 
at the office of the board of accountancy 
giving his then residence and place of 
business and such other information as 
the board may require. The annual fee 
for such registration shall be five dol­
lars, to be paid to said board. Said 
board shall thereupon file a duplicate 
of the registration in the office of the 
secretary of state. Said accountant 
shall be entitled to a certificate from 
said board setting forth the fact of the 
annual registration, payment of the fee 
and recording thereof. The fees col­
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lected under this chapter shall be paid 
into the state treasury, and the state 
treasurer, on warrant of the governor, 
shall pay out of the funds so paid 
into the treasury all expenses incident 
to the examinations, the expenses of 
issuing certificates and fees and ex­
penses of the members of the board 
while performing their duties under 
this chapter, and shall also place in the 
hands of the board of accountancy as a 
working fund such sums as the gover­
nor and council may approve, the 
same to be advanced out of the fees 
paid into the treasury by the board. 
An account thereof shall be made to 
the state treasurer monthly, or as much 
oftener as the governor and council 
shall direct. No expenses incurred 
under this chapter shall be a charge 
against the general funds of the state. 
The board shall annually report the 
number of certificates issued and the 
receipts and expenses under this chapter 
during each fiscal year to the governor.
9. Neglect. The name of any certi­
fied public accountant who fails to 
register within one month of the 
annual date of his admission to prac­
tice in this state shall be dropped from 
the records of the board and his certifi­
cate, as a certified public accountant, 
shall be forfeited, provided, however, 
that the board of accountancy may 
have the power to re-instate said certifi­
cate upon receipt of application and 
due consideration of the circumstances 
in connection with the case.
10. Penalties. If any person shall 
represent himself or herself to the 
public as having received a certificate 
as provided for in this chapter, or shall 
assume to practise as a certified public 
accountant without having received 
such certificate, or if any person hav­
ing received such certificate shall there­
after lose the same by revocation or 
have the effect of the same suspended 
as provided for in this chapter and 
shall continue to practise as a certified 
public accountant, or if any person 
shall use such title, or the abbreviation 
“ C.P.A.,” or any other words, letters,
or abbreviations tending to indicate 
that such person is a certified public 
accountant without having received 
such certificate or after such certificate 
has been revoked or while it is sus­
pended, such person shall be fined not 
exceeding five hundred dollars or be 
imprisoned not exceeding six months, 
or by both such fine and imprisonment 
in the discretion of the court.
11. False Statements. If any person 
acting in the capacity of an accountant 
wilfully makes any false or misleading 
statement in writing in regard to any 
financial transaction or account, such 
person shall be fined not exceeding 
five hundred dollars, or be imprisoned 
not exceeding six months, or by both 
such fine and imprisonment in the dis­
cretion of the court.
12. Firms, etc. Nothing contained in 
this chapter shall prevent the use in 
professional accounting practice of a 
firm name or partnership name, pro­
vided that partners or managers of 
such firm or partnership directly en­
gaged in the conduct of such practice 
within this state shall hold certificates 
issued under this chapter, and nothing 
contained in this chapter shall prevent 
the employment of uncertified persons 
in subordinate capacities by a certified 
public accountant or by a firm or part­
nership, the resident partners or man­
agers of which are certified public 
accountants.
13. Property in Records, etc. All 
statements, records, schedules, and 
memoranda made by a certified public 
accountant or by an employee or em­
ployees of a certified public accountant 
incident to or in the course of profes­
sional service to clients by such certi­
fied public accountant, except reports 
submitted by a certified public ac­
countant to a client, shall be and re­
main the property of such certified 
public accountant, in the absence of 
written agreement between the certified 
public accountant and the client to the 
contrary.
14. Saving Clause. If any provision 
of this chapter or the application
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thereof to any person or circumstances 
is held invalid, the remainder of the act 
and the application of such provision 
to other persons or circumstances shall 
not be affected thereby.
15. Takes Effect. This act shall take 
effect upon its passage.
Approved, June 2,  1937.
P e n n s y l v a n ia
The two-class restrictive bill, known 
as S. 1245, which was introduced in 
the Pennsylvania legislature on May 
nth  and passed in the senate on May 
24th, died in the house upon adjourn­
ment on June 5th.
Meetings and Elections
Colorado Society of C.P.A.’s
Date: M a y  20, 1937.
Place: Denver.
Elections: President— Arthur L. Bald­
win, o f Denver.
Vice-president— Stanley V . Davies, 
of Denver.
Secretary-treasurer— Thomas E . 
Stanley, of Denver.
Ass’t  secretary-treasurer— Charles
G . Dimler, o f Denver
Directors— F. Tillman Browne, H . 
Brooks Davies, W . E . Hugins, 
A . D . Lewis, William B. Paul, D . 
M cE . Watson, T . J. W itting, all 
of Denver, and Turner S. Under­
wood, o f Pueblo.
Florida Institute of Accountants
Date: May 21-22, 1937.
Place: Fort Lauderdale.
Speakers: T . Coleman Andrews, of
Richmond, “ M unicipal accounting.”
Elections: President— P. W . Fisher, o f  
Jacksonville.
Vice-president— E . C. Work, o f B ag­
dad.
Vice-president— Alford E . Collins, 
o f Tam pa.
Vice-president— H. M . Turnburke, 
of Clearwater.
Treasurer— W . F. M ilton, o f M iami.
Secretary— Charles H . Lindfors, o f  
Fort Lauderdale.
Maryland Association of C.P.A’s
Date: June 9, 1937, annual meeting.
Place: Baltimore.
Elections: President— Harold N . House 
of Baltimore.
Vice-president— James L . Benson, 
M aryland state auditor.
Secretary— John L . M cK ew en, o f  
Baltimore.
Treasurer— J. Elwood Armstrong, 
Jr., of Baltimore.
Auditor— Herbert J. Grieb, of B alti­
more.
Directors— Julius S. L evy, Howard 
A . Schnepfe, Leslie W . Baker, 
and James P. M cN u lty, all of 
Baltimore.
Massachusetts Society of C.P.A’s
Date: M a y  24, 1937, annual meeting.
Place: Boston.
Elections: President— Arthur W. Yard­
ley, of Boston.
Vice-president— A nthony Jaureguy, 
o f Boston.
Secretary— J. Harold Stewart, of 
Boston.
Treasurer— Edward J. M cD e vitt, 
Jr., of Boston.
Auditor— Cyril N . Angell, o f Boston.
Michigan Association of C.P.A’s
Date: June 10, 1937.
Place: Detroit.
Elections: President— Cletus M . Laux, 
of Detroit.
Vice-president— Arnold L. Barrett, 
o f Detroit.
Secretary— L . Earl Borland, of D e­
troit.
Treasurer— Roland B. K eays, of 
Detroit.
Directors— J. W . Barthrop, A . J. 
Bloodsworth and L. G . Juengel, 
of Detroit, and R . P. Briggs, of  
Ann Arbor.
Michigan Association of C.P.A’s 
Western Chapter
Date: June 17, 1937, annual meeting.
Place: Grand Rapids.
Elections: President— C. S. M cEw an, 
of Grand Rapids.
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Vice-president— A. J. Van Keppel, 
of Grand Rapids.
Secretary— R. E. Weaver, of Grand 
Rapids.
Treasurer— G. A. Veltman, of Grand 
Rapids.
Auditor— C. C. Moore, of Muskegon.
Minnesota Society of C.P.A’s
Date: May 25, 1937.
Elections: President— George C. Lu­
dolph, of Minneapolis.
First vice-president— A. W. Mur­
dock, of St. Paul.
Second vice-president— Karl F. Hon­
igman, of Duluth.
Treasurer— L. J. Byers, of St. Paul.
Secretary— Edwin L. Pearson, of 
Minneapolis.
Mississippi Society of C.P.A’s
Date: May 29, 1937.
Place: Jackson.
Elections: President— Thomas E. 
Walsh, of Greenville.
Vice-president— Dick D. Quin, of 
Jackson.
Secretary-treasurer— A. L. Evans, 
of Gulfport.
Board of governors— A. L. Evans, of 
Gulfport; T. B. Howard, of Merid­
ian; T. E. Lott, of Columbus; C. E. 
Powell, of Greenwood; Dick D. 
Quin, of Jackson; Silas Simmons, 
of Natchez; and Thomas E. Walsh, 
of Greenville.
Tennessee Society of C.P.A’s 
Memphis Chapter
Date: May 18, 1937.
Speaker: S. N. Castle, vice-president 
of the Manhattan branch of Union 
Planters National Bank, “ A state­
ment analysis from a banker’s view­
point.”
Texas Society of C.P.A’s 
Houston Chapter
At the June meeting of the Houston 
Chapter of the Texas Society of Certi­
fied Public Accountants the following 
officers were reelected for the ensuing 
year:
Walter C. Burer— chairman.
Harry D. Hopson— secretary.
Washington Society of C.P.A’s
Date: May, 1937.
Elections: President— Neil Sexton, of 
Seattle.
Vice-president— Louis E. Smith, of 
Seattle.
Secretary-treasurer— Edward P. 
Tremper, Jr., of Seattle.
Spokane Chapter
Date: June 9, 1937.
Elections: President—A. W. Morris. 
Vice-president— John V. McDon­
ald.
Secretary-treasurer— Jesse R. Ran­
dall.
Trustees— Mr. Morris, Mr. McDon­
ald, Mr. Randall, Fred Siegel and 
R. J. Wortman.
Auditor— A. F. Pierce.
Directors to represent Spokane chap­
ter on board of Washington So­
ciety of C.P.A’s— L. F. Reinhard 
and E. C. Daniels.
Announcements
W. U. Ayling announces the removal 
of his offices to 4477 Woodward ave­
nue, Detroit.
Haskins & Sells announce that the 
following have been admitted to mem­
bership in the firm: George E. Conroy, 
of New Orleans; John L. McConn, of 
Tulsa; Harold W. Scott, of Detroit, 
and Charles W. Swormstedt, of Cin­
cinnati.
Fillmore Horwich & Co. announce 
removal of their offices to suite 1741, 
State Bank building, 120 South LaSalle 
street, Chicago.
Mattison & Davey announce the 
opening of offices at Dallas and Wichita 
Falls, Texas.
Joseph H. McGrath and C. Whit­
ford McDowell announce the forma­
tion of a partnership under the name 
of McGrath & McDowell, with offices 
at 2300 Lincoln-Liberty building, 
Broad and Chestnut streets, Phila­
delphia.
Edwin C. Nelson and Arnold R. 
Ternquist announce the formation of 
the firm of Nelson & Ternquist, with 
offices at 305 Holbrook building, 58 
Sutter street, San Francisco.
Val. Pearson and Francis J. Dwyer 
announce the formation of a co-part­
nership under the firm name of Pear­
son & Dwyer to continue the practices 
of Mueller, Pearson & Co. and of Fran­
cis J. Dwyer, with offices at suite 1720, 
111 West Monroe street, Chicago.
Ernest Reckitt announces the re­
moval of his office to 3900 Board of 
Trade building, Chicago.
Otto F. Taylor, Frank J. Bronner, 
George L. Nohe and Leslie Mills an­
nounce the formation of a partnership 
under the firm name of O. F. Taylor & 
Co., with offices at 50 Broadway, New 
York.
Webster, Horne & Blanchard an­
nounce that the firm of Webster, 
Horne, Blanchard & Taylor was dis­
solved on May 31, 1937, and that the 
partners— Maurice L. Blanchard, Nor­
man E. Webster, Henry A. Horne and 
Paul H. Elsdon— will continue their 
accounting and tax practice at the 
present offices.
Edward A. Dinkelspiel has been ap­
pointed city auditor of New Orleans, 
according to a recent announcement.
A. L. Philbrick, who has served as 
secretary of the British Empire Club 
of Providence for the past fourteen 
years, was elected vice-president at the 
annual meeting held on Empire Day, 
May 24th. Arthur L. Burton, deputy 
budget director for the state of Rhode 
Island, was elected secretary of the 
club and Spencer H. Over was elected 
president for the twenty-third time. 
All three are members of the Rhode 
Island Society of Certified Public Ac­
countants and of the American Insti­
tute of Accountants.
Charles F. Rittenhouse, of Boston, 
has been elected a director of the Bos­
ton Chamber of Commerce.
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Correspondence
Municipal Accounting Practice
M r . E dw ard F r aser  
K an sa s  C it y , M isso uri
D e a r  M r . F r a s e r :
With reference to your letter to the 
editor, T h e  C e r t if ie d  P u b lic  A c ­
c o u n t a n t , which appeared in the May 
issue of the magazine, let me say, first, 
in behalf of my position in the article 
you criticize, that it was the result of a 
speech in Kansas before certified public 
accountants and municipal account­
ants, soon after the passage of the 
Kansas law to license municipal ac­
countants.
Your point regarding the Kansas law 
would be well taken if I had held any 
brief for the law itself. I think, however, 
that I did not speak for the law as 
written, but for the principle of im­
proving the statutory requirements of 
auditing public funds and the profes­
sional equipment therefor. Naturally, 
I am not in a position to analyze the 
Kansas law in detail or to enter into an 
analysis of cases. I do believe— and I 
tried to make that clear in my discus­
sion— that such statutory requirements 
aiming to improve the accounting for 
public funds are in the right direction.
The spread in bids for the Wyandotte 
county audit, which you cited, shows 
exactly how necessary is some minimum 
standard of performance.
It is odd that you should take excep­
tion to my position that “ competitive” 
bidding is competition in quality. A low 
price means low-grade work. For if the 
existence of such relationship were not 
generally recognized to be true, the 
elimination of price competition would 
not be one of the goals of the Institute.
Of course, every professional man is
called upon to give his services for little 
or no pay, but I was not aware that 
municipal accounting was in the nature 
of a charitable contribution which an 
accountant should make out of the 
goodness of his heart. Nor do I think 
there is any patriotic glory in offering 
one’s professional equipment at “ a 
dollar a year,” because a municipality 
will not pay a fair price, or because 
some indirect benefits may accrue to 
the accountant in the way of advertis­
ing.
The most charitable of men must 
earn a living in order to be able to exer­
cise his generosity. I should say that a 
municipality which is unable or un­
willing to pay for a proper audit, will 
not profit by any “ donated” service.
It is my conception of a proper audit 
that thoroughness is the first goal, and 
that any senior on the job must have 
an adequate staff of juniors, but surely 
his contract price is not determined by 
the price of “ juniors.”  There is such a 
lot more to municipal auditing than 
checking figures!
Yours truly,
G e o r g e  P. E l l i s ,  chairman, 
Special committee on governmental 
accounting.
Chicago, Ill.
M r . W illia m  F. M a y h a ll  
E l  Paso, T e x a s
D ea r  M r . M a y h a l l :
With reference to your letter to the 
editor, T h e  C e r t if ie d  P u b lic  A c ­
c o u n ta n t, which appeared in the May 
issue of the magazine, the point of my 
statements in the article on “ Funda­
mentals of municipal accounting” will 
be clearer when I say that the article
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was the result of a speech in Kansas 
before certified public accountants and 
before municipal accountants immedi­
ately after the passage of the Kansas 
municipal accounting license law. I was 
talking upon an existing situation.
Your contention that all accountants 
should be certified public accountants 
and then by examination should be 
qualified as municipal accountants is 
one with which I heartily agree. The 
certified public accountant training is 
basic, like the basic training in medi­
cine. It is the necessary groundwork 
upon which to develop specialization in
keeping with one’s interest and op­
portunity.
Experience in municipal accounting 
cannot possibly take the place of the 
certified public accountant foundation, 
and I am the very last person who 
would uphold short cuts to a profes­
sional standing for an individual who is 
lacking in professional equipment and 
in professional responsibility.
Very truly yours,
G eor ge  P. E ll is, chairman, 
Special committee on governmental 
accounting.
Chicago, Ill.
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Bulletin of the American Institute of Accountants
Fiftieth Anniversary Celebration
T H E  largest meeting of certified public accountants in the history 
of the profession is confidently expected in conjunction with the 
celebration of the Institute’s fiftieth anniversary in the week of 
October 18th. Already approximately a thousand members of the 
Institute have indicated that they will attend, and plans are being 
made for an attendance of at least double that number.
The utmost care has been exercised in the arrangement of the 
program in order to achieve a nice balance between constructive 
business sessions, technical round-table sessions and social and 
recreational activities.
Through voluntary contributions of funds the committee in 
charge has been able to plan elaborate entertainment while charging 
a registration fee considerably less than per capita cost.
Representatives of professional accounting organizations in Eng­
land, Scotland, Ireland, Canada, Mexico, Holland and Germany, 
will be present, with delegations totalling approximately fifty.
Speakers of national prominence will be heard at the business ses­
sions and at the banquet, and a series of timely and interesting 
technical discussions directed by authoritative leaders has been 
arranged. A  narrative account of the plans was published in the 
July issue of this bulletin, and on page 17 of this issue will be found 
a tentative program for the entire week of the meeting.
It will be very helpful to those in charge of arrangements if mem­
bers who plan to attend, but who have not yet indicated their in­
tention, will notify the secretary at once. The Waldorf-Astoria hotel 
will be headquarters and it is suggested that room reservations be 
made early.
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The Natural Business Year
By  Eustace  LeMaster
YOU are probably familiar with a current series of motor fuel adver­tisements in which the advertiser compares his fuel with certain ani­
mal monstrosities. In the latest ad, as I recall it, the monstrosity is com­
posed of the head and shoulders of a lion and the hind quarters of a 
kangaroo. I think these illustrations are sufficiently vivid in your mind’s 
eye to serve my purpose.
I f  you were called upon to compare the physical characteristics of a 
lion and a kangaroo, it would not occur to you to create two artificial and 
monstrous creatures such as shown in the ads and then proceed to com­
pare the two. This would be utter foolishness. You would compare one 
natural animal with the other natural animal.
And yet thousands of business institutions are annually creating arti­
ficial and unnatural combinations of business data and, by comparison of 
these unnatural creations, are seeking guidance as to future activities. 
Through the use of an accounting year corresponding to the calendar year 
ending on December 31st, many businesses are cutting off the closing pe­
riod of one annual cycle and attaching it to the opening period of the suc­
ceeding annual cycle. Then these businesses proceed to compare the re­
sulting monstrosities.
We are all familiar with the profound effect the revolution of the earth 
around the sun has upon the activities of men. The resulting variation of 
the seasons brings about a variation in men’s needs and demands for com­
modities and services. Business men already know that there is a natural 
annual cycle in each business which ends at the same time each year. 
Thus men in the retail fuel business start to prepare for winter’s demands 
as early as June of each year. There is green wood to be shipped to the 
yards for piling and seasoning in the summer sun. There are contracts for 
coal deliveries through brokers and mines so that the bunkers may be 
filled with arrival of the first frosts of September. When the icy blasts of 
December, January and February come, the coal and oil truck is a familiar 
sight on our snow-covered streets. On December 31st your coal man is 
enjoying a peak load of business. But when the first tender green shoots of 
April have burst forth into the full-blown verdure of M ay, the fuel man 
is ready to sit back and sum up the results of the past year, from June 1st 
to M ay 31st— his natural business year.
It takes no imagination to realize how wasteful and inefficient it would
N o t e .— This paper was read b y Mr. LeM aster, as a representative o f  the Institute and o f the 
N atural Business Y ear Council, on June 17th at the annual convention o f the Retail Credit Asso­
ciation, held at Spokane, Washington.
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be for a fuel man to adopt a fiscal year ending December 31st as his an­
nual accounting period. And yet many business institutions with natural 
business years that do not correspond to the calendar year are creating 
accounting monstrosities annually through the use of the calendar year.
It is to reduce this practice to a minimum that accountants throughout 
the country are cooperating with bankers, credit men and trade associa­
tion executives in addressing groups such as this on the subject of the 
natural business year.
Your group is probably more familiar than most with the natural busi­
ness year and its advantages. I am informed that 80 per cent. of the de­
partment and specialty stores of the country have adopted a fiscal year 
which corresponds to that natural annual business cycle which begins 
with spring buying and ends just after the January clearance sales.
The organizations with which many of you are identified have long 
since found out that no statement of operating results is complete unless 
it includes the results of the annual clean up in January and that to in­
clude the clean-up period of one year with the operations of another busi­
ness cycle is unnatural.
However, your contacts are many and varied and therefore your op­
portunity to serve is great. Your interest in sound credit which has its 
foundation in efficient management should make you the logical advo­
cates of the natural business year with its advantages of efficiency and 
economy.
The obstacles in the way of changing from a calendar year to the nat­
ural business year are but few and are easily overcome. I have found that 
the fear of income-tax results is the principal reason why most thinking 
business men do not adopt a natural business year.
Under the revenue acts a business may choose to make tax returns on 
the basis of a fiscal-year closing on some month-ending other than De­
cember 31st. Article 46-1 of regulations 94 issued by the Treasury De­
partment provides as follows:
“ C h a n g e  i n  A c c o u n t i n g  P e r i o d — If a taxpayer changes his account­
ing period he shall, prior to the expiration of 30 days from the close of the 
proposed period for which a return would be required to effect the change, 
furnish to the collector, for transmission to the commissioner, the infor­
mation required on form 1128. The due date of the separate return for 
such period is the 15th day of the third month following the close of that 
period. I f  the change is approved by the commissioner, the taxpayer shall 
thereafter make his returns and compute his net income upon the basis 
of the new accounting period.”
As to the tax results, there need be no fear. A  certified public account­
ant, if consulted a reasonable time before the proposed change, will be 
able to give information as to whether or not the tax results will be dis­
proportionately burdensome for the fractional-year return.
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Efficiency and economy in business demand the elimination of un­
necessary labor and the lessening of peak loads.
Suppose that I should set before you two containers filled with beans, 
one a quart jar and the other a bushel basket. Then assume you were 
compelled to count the beans in only one of the containers, and the rules 
specified that if you chose the bushel basket you would have to make 
your count at the time of the day you were busiest and if you chose the 
quart jar you could count the beans in that jar when you had the most 
leisure time. Which container would you choose? More foolishness! Y et 
there are thousands of businesses figuratively counting the beans in the 
bushel basket every year.
If in your business contacts you find one of these bushel-basket count­
ers, please point out the business waste involved in an annual closing date 
coinciding with large stocks of merchandise and peak loads of business. 
Better credit information will be your reward for your action.
Study of Natural Fiscal Closing Dates
A S  AN N O UN CED  in an earlier issue of the bulletin, the research divi­
sion of Dun & Bradstreet, Inc., has undertaken to assist the Natural 
Business Year Council by carrying forward its research on appropriate 
fiscal closing dates for different industries. As a preliminary step, Walter 
Mitchell, Jr., of that organization and formerly with the United States 
Department of Commerce, recently talked the problem over with officers 
of the United States Bureau of the Census. It appears that the schedules 
used by the Federal government in the 1935 census of manufactures asked 
concerns to indicate the closing date of their fiscal year. These returns are 
on file and the closing dates were considered in deciding how to tabulate 
the figures. Unfortunately, this item was not included on the machine 
punch card by which the data was tabulated, and so complete statistics 
regarding fiscal year practices in the industries covered by the census had 
not been compiled.
Believing, however, that a compilation of the data so readily available 
would be of great assistance to the Natural Business Year Council in its 
work, the Institute has since made arrangements for a tabulation by hand 
of the fiscal years used in seven important industries, as follows:
Shortening
Beet sugar manufacturing 
Liquors, distilled 
Fur manufacturing 
Shoe manufacturing 
Cotton woven goods 
Clothing, work
The Certified Public Accountant 5
In conversation with supervisors handling limited groups of related in­
dustries, the chief statistician of the census and Mr. Mitchell discovered 
that a great deal could be learned from memory. The bureau’s supervisors 
were kind enough to prepare for Dun & Bradstreet a tally of those in­
dustries where a fiscal year other than the calendar year appeared with 
sufficient frequency to be conspicuous. Much of the information furnished 
in this way merely confirms what the council already knows, but it is 
probably the broadest and the best classified survey which has been 
available to date, showing the extent to which such fiscal closings are 
actually already in effect.
Noteworthy development has occurred in the food industry where 
natural business year closing dates are conspicuous in the lard and butter 
substitute line (vegetable oils), rice cleaning and polishing, sugar manu­
facturing and refining, meat packing and liquor distilling. In all of these 
cases, the Census supervisors estimate that 10 per cent. or more, and in 
several cases more than 25 per cent., of the concerns observe a special 
fiscal year.
Among the industries grouped under chemicals, the linseed and cotton­
seed oil, cake and meal industries, and the essential oil industries all 
stand out with more than 25 per cent. of the concerns closing at some 
date other than January 1st. A  slight similar tendency was noted in the 
explosive industry.
In the shoe and leather group it was estimated that 10 per cent. to 25 
per cent. of the boot-and-shoe factories and finding factories, as well as 
the makers of card cases and purses, have a non-calendar fiscal year. 
Slight tendencies in this direction were noted among the makers of belt­
ing, boot-and-shoe stock, saddlery, luggage and miscellaneous leather 
goods.
Similar tallies in other groups are: 5 to 10 per cent. of glass manufac­
turers, cutlery makers, steel window plants, forging shops, safe and 
vault makers, steel barrel factories and miscellaneous tool makers; 10 to 
25 per cent. of watch and clock makers; 5 to 10 per cent. of the jewelry, 
plated ware and fastener (needles, pins, hooks and eyes, snaps) in­
dustries.
More than 25 per cent. of the agricultural implement plants were esti­
mated as observing a natural business year; 10 to 23 per cent. of the en­
gine, turbine and tractor and pump makers; 5 to 10 per cent. of the 
radio manufacturers; 5 to 10 per cent. of the railroad car and locomotive 
makers and automobile plants; 10 to 25 per cent. of the fur goods manu­
facturers.
No tendency toward the use of non-calendar fiscal years was remem­
bered by the Census supervisors in any of the following groups of indus­
tries: forest products, paper and paper products, printing and publishing, 
petroleum and coal, rubber, railroad repair shops.
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F r e q u e n c y  D i s t r i b u t i o n — N u m b e r  o f  I n d u s t r i e s  W h e r e  N o n -  
C a l e n d a r  C l o s i n g  D a t e  Is U s e d  b y  V a r i o u s  P e r c e n t a g e s
Food group.............................
5 to 10% 
. . . .  13
10 to 25% 
7
25% and over 
4
Chemical group....................... . . . .  2 - 4
Leather group......................... . . . .  5 3 -
Glass group............................. . . . .  1 - -
Iron and steel group.............. . . . .  8 - -
Non-ferrous metals group . . . .  3 2 —
Total cases...........................  32 12 8
Total number of industries covered by census............  337
The research division of Dun &  Bradstreet, meanwhile, has prepared a 
questionnaire to be sent to representative groups of concerns within a 
number of the more important industries as the first stage of its own study 
of fiscal closing dates. The progress of the research will be reported from 
time to time in this bulletin, and the results of the survey, when com­
pleted, will be made available to members of the Institute and others 
cooperating in the work of the Natural Business Year Council.
A Proposal for the Development of Uniform 
Accounting in Social Work
B Y RAYMOND F. CLAPP
AN  E X PL O R A T O R Y  study is being m ade to discover what possibilities exist for the developm ent o f uniform accounting in social work and 
the advantages to be gained from uniform accounting. T his study has 
been undertaken at the request o f  a group representing five national 
agencies: the American Public W elfare A ssociation, the N ational Con­
ference o f Catholic Charities, the N ational Council o f Jewish Federations 
and W elfare Funds, the N ational Social W ork Council and the Com­
m unity Chests and Councils, Inc.
The project was originally proposed to the committee on accounting 
and statistics of social work of the National Conference of Social Work 
by its chairman, C. Rufus Rorem, certified public accountant, who is the 
director of hospital service of the American Hospital Association. Mr. 
Rorem is a member of the American Institute of Accountants. He was led 
to this proposal as a result of his experience in the development of the 
uniform chart of accounts for hospitals and dispensaries recently adopted 
by the American Hospital Association. Mr. Rorem’s broad experience has 
likewise included his service as chairman of the subcommittee on finan­
cial data of the advisory committee supervising the registration of social 
statistics, a project of the United States Children’s Bureau in the stand­
ardization of social statistics.
A t a meeting of the special committee on accounting and statistics of 
the National Conference of Social Work, held M ay 24, 1937, the chair­
man presented two general questions to the committee for open discus­
sion, as follows:
1. Should an organized attempt be made by some group to develop 
uniform accounting in the field of social work?
2. Are existing committees in the field of statistics suitable or appropri­
ate for the sponsoring of a program in uniform accounting?
The conclusions arrived at were as follows: First, there is a need for spe­
cial emphasis on uniform accounting in the field of social work. Second, 
this emphasis should be applied both to public and private agencies. 
Third, existing committees in the field of statistics probably should not 
be expanded in membership or program to include the more specialized 
problem of financial accounting. Fourth, the amount of work necessary to 
develop uniform classifications and definitions for accounting in social 
work requires the services of a full-time executive officer. Fifth, any pro­
gram for the development of uniform accounting should be coordinated
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with programs in statistics. Sixth, any program in the field of social-work 
accounting should be guided by experienced and professionally qualified 
social workers, in order that the recommendations may be consistent with 
the best practice in the field of social work.
In accordance with these conclusions a special committee was ap­
pointed for the purpose of proposing to the five national organizations 
named above, that they “ associate themselves through a joint committee 
to promote uniform accounting in social work throughout its various 
fields on a nation-wide scale and including private agencies and govern­
mental departments, federal, state and local.”
This committee, organized for the purpose of presenting the proposal 
to the national agencies mentioned, has the following membership:
Henry Bauling, budget secretary, Jewish Charities of Chicago.
Ralph G. Hurlin, director, division of statistics, Russell Sage Founda­
tion.
Miss Helen Jeter, acting chief, division of public assistance statistics, 
Social Security Board.
C. Rufus Rorem, director of hospital service, American Hospital Asso­
ciation.
Raymond F. Clapp, chairman-manager, Indianapolis Community 
Fund, and chairman, advisory committee on social statistics of the U. S. 
Children’s Bureau.
The five national agencies invited to associate themselves in this proj­
ect, who have participated in the planning to date, are:
American Public Welfare Association— Fred Hoehler, director.
Community Chests & Councils, Inc.— Bradley Buell, field director.
National Conference of Catholic Charities— Rt. Rev. Msgr. John 
O’Grady, secretary.
National Council of Jewish Federations and Welfare Funds— Harry 
Lurie.
National Social Work Council— David C. Holbrook, secretary.
In addition the following Federal agencies have been invited to join in 
the further activities of the committee:
Central Statistical Board 
Children’s Bureau 
Social Security Board 
Works Progress Administration
The Children’s Bureau has named Robert J. Myers, director, division 
of statistical research, as its representative, and the Works Progress 
Administration, Frank H. Crozier. The members of the special committee 
have been asked to continue their activity in association with the na­
tional agency representatives, and Mr. Clapp to act as chairman of the 
group while it is exploring the feasibility of the proposal.
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The proposal as submitted by the special committee to the national 
organizations and Federal agencies named is that they:
“ Associate themselves through a joint committee to promote uniform 
accounting in social work throughout its various fields, on a nation-wide 
scale, and including private agencies and governmental departments, fed­
eral, state and local.
“ All such agencies and departments record their financial transactions. 
To an increasing extent central agencies are calling for financial reports. 
Federal agencies, state departments, national associations, and com­
munity funds are preparing questionnaires and standard report forms, 
asking for very much the same information; but inevitably each such form 
or questionnaire differs from the others, so that the local agency or de­
partment reporting to several such central bodies may have the choice 
between keeping several sets of books or lacking the correct data for 
some of the required reports.
“ More and more administrators are learning the value of comparisons 
between their own costs and earnings and those of other agencies operating 
in the same field. Such comparisons are valid, however, only if based upon 
comparable data which require standardized accounting practice. . . .
“ The American Hospital Association has had outstanding success in 
securing adoption of uniform chart of accounts in a field involving very 
complicated and extensive operations, and subject to keen competition 
between institutions. That success indicates the feasibility of uniform 
accounting in other social work fields.
“ Another demonstration of the practicability of uniform accounting is 
found in the handbooks adopted in 1935 and 1936 by the New York state 
department of social welfare for the fields of the care of the aged, mothers’ 
allowances, children in foster care, hospital in-patient service and dis­
pensaries and out-patient departments. M any other examples could be 
found, the very multitude of which would argue for an attempt to stand­
ardize the standardizers and to seek a basic and common uniformity 
among a variety of uniformities.”
The special committee has held two meetings with national agency 
representatives, as a result of which the American Public Welfare Asso­
ciation has assigned R. Clyde White, who is a part-time member of its 
staff and professor of social economics at the University of Chicago, to 
make an exploratory study during July and August to discover the extent 
and character of need for the development of uniform accounting in the 
welfare field and the possibilities for progress in that direction.
American Institute of Accountants
Annual Meeting of Dominion 
Association
Edwin H. Wagner, of St. Louis, vice- 
president, will officially represent the 
American Institute of Accountants at 
the thirty-fifth annual meeting of the 
Dominion Association of Chartered 
Accountants, to be held at Vancouver, 
August 16th to 20th. At a session on 
August 19th, Mr. Wagner will pre­
sent a paper on the subject, “ Prob­
lems of the profession in the United 
States.”
August 16th and 17th will be devoted 
largely to meetings of the council 
and executive committee of the asso­
ciation. The first general session will 
be held on the morning of August 
18th when reports of committees and 
constituent societies will be rendered 
and George E. Winter, of Vancouver, 
president, will make his annual ad­
dress.
On August 19th there will be two 
formal addresses besides that by Mr. 
Wagner. Kriss A. Mapp, of Toronto, 
will discuss the subject, “ Educating 
our students— what is our responsi­
bility?” William Aitken, of Winnipeg, 
will speak on “ Export grain accounts.” 
The annual banquet will be held in the 
evening of this day.
Members and guests on August 2.0th 
will sail for Victoria where they will be 
the guests for the day of the members 
living there.
An account of this meeting will be 
published in a subsequent issue of the 
bulletin.
Nominations
The Institute’s committee on nomi­
nations, after meetings at New York 
on April 13th and July 17th, has nomi­
nated the following members of the 
Institute for the several offices for the 
fiscal year 1937-1938:
President;
C l e m  W . C o l l in s , Colorado
Vice-presidents:
W il l ia m  C. H e a t o n , New Jersey 
A n s o n  H e r r ic k , California
Treasurer:
A r t h u r  W . T e e l e , New York
Auditors:
F r e d  L. M a i n , New York 
J. S. S e id m a n , New York
After analyzing the suggestions of 
the membership in the several states 
concerned, the committee also proposes 
the following for election as members 
of the council:
For a term of five years:
R a l p h  B. M a y o , Colorado 
C h a r l e s  F lo y d  C o a t e s , Connecti­
cut
G e o r g e  P. E l l is , Illinois 
G e o r g e  S. O l i v e , Indiana 
C h a r l e s  C . C r o g g o n , Maryland 
E a r l  A . W a l d o , Minnesota 
M a r v in  O r io n  C a r t e r , Tennessee
For a term of three years:
(To fill a vacancy)
T h o m a s  H. E v a n s , Michigan
For a term of one year:
(To fill a vacancy)
G e o r g e  C o c h r a n e , New York
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The official report of the committee 
on nominations will be submitted to 
the membership with the call for the 
annual meeting at least thirty days 
prior to the date of the meeting.
A supplementary report has been 
filed by the committee commenting on 
the present method of electing council 
members which is here reproduced in 
full for the information of the mem­
bership:
In accordance with the provisions 
of article XI, section 1 (a), of the by­
laws your committee on nominations 
canvassed the members of the Insti­
tute in states believed entitled to rep­
resentation on the council, asking that 
names be suggested for nomination 
to council.
The result of the canvass made indi­
cates indifference on the part of the 
membership of the various states in­
volved. In only two of the nine states 
where selections were to be made, did a 
majority of the membership express a 
choice. In one state, with a voting 
power of more than three hundred, 
only forty-nine votes were received, 
and not one candidate received more 
than four votes. Altogether, twenty-six 
candidates were suggested in this par­
ticular state. These conditions are a 
source of much disappointment to your 
committee.
It is obvious, therefore, that not­
withstanding the opportunity afford­
ed to the membership for democratic 
expression of their wishes there is 
evident a widespread lack of inter­
est.
Nevertheless the committee has been 
guided in its choice of nominees for the 
council by the suggestions which were 
received from the members in the 
several states.
Unless the membership expresses it­
self more potently in the future your 
committee believes that the system of 
seeking the views of individual mem­
bers as to nominations will have failed 
of its purpose.
Members of the committee on nomi­
nations are as follows:
John F. Forbes, California 
Will-A. Clader, Pennsylvania 
W. L. Clark, Oklahoma 
Julius E. Flink, New Jersey 
Harry M. Jay, Tennessee 
Richard D. Seamans, Massachu­
setts
Secretary to Address 
State Societies
The secretary of the Institute has 
accepted invitations to speak at the an­
nual meeting of the Tennessee Society 
of Certified Public Accountants to be 
held at Nashville, August 27th and 
28th, and at the fall meeting of the 
Ohio Society of Certified Public Ac­
countants at Columbus, October 1st.
State Accountancy Legislation
With adjournment of a special ses­
sion in Minnesota on July 23rd, no 
state legislature which, according to in­
formation received by the Institute, 
had before it any bill affecting the 
practice of accountancy, remained in 
session.
D e l a w a r e
H. 167, designed to protect confiden­
tial relations between certified public 
accountants and their clients, died in a 
senate committee when the legislature 
adjourned on April 21st.
M in n e s o t a
A bill known as H. 20-X, which 
would have extended waiver of ex­
amination to certain candidates for 
the C.P.A. degree in Minnesota, like­
wise died in committee upon adjourn­
ment.
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Election of Members
In the absence of protest, the presi­
dent has declared elected, as members 
and associates respectively, 44 appli­
cants whose election had been recom­
mended by the board of examiners and 
approved by the council by mail ballot.
Following are the new members and 
associates:
John Edward Cooper
John Edward Cooper, a member of 
the Institute since 1905, died at his 
home in California on June 13th, at the 
age of 69. Some time prior to his death, 
Mr. Cooper had been retired from 
active practice.
Mr. Cooper was a native of New 
York and attended the College of the 
City of New York. After a varied busi­
ness career which took him to many 
parts of the country, he entered public 
accounting practice in 1903, establish­
ing himself in New Jersey. Later Mr. 
Cooper held several posts in the New 
York state and municipal governments. 
He was for several years chief of the 
bureau of accounting and valuations,
New York State Transit Commission. 
During the World War, Mr. Cooper 
served in the army with the rank of 
major. In the years 1907 to 1910 he 
was a member of the New Jersey State 
Board of Public Accountants.
Herman Muhlherr
Herman Muhlherr, a member of the 
Institute, was killed on July 3rd in an 
automobile accident near Guthrie, 
Oklahoma. He was 60 years of age. 
Mr. Muhlherr was born in Germany 
and had spent many years in South 
and Central America. Since 1921 he 
had been in practice for himself, lately 
in Tulsa, Oklahoma. He held a certified 
public accountant certificate in the 
state of Oklahoma.
Ad m itt e d  a s M em bers
Frederick F. Alford, Dallas, Texas 
Henry J. Battaglia, Pittsburgh, Pa. 
Benjamin Botwinick, New York, N. Y. 
Thomas J. Brown, Boston, Mass. 
Joseph N. Cieri, New York, N. Y.
A. Henry Cuneo, Kansas City, Mo. 
Ernest Ewing, Cleveland, Ohio.
Carl K. Fireside, St. Louis, Mo. 
Matthew M. Graham, Honolulu, T. H. 
Isadore M. Greller, New York, N. Y. 
Leon E. Gruber, New York, N. Y. 
Townes M. Harris, Providence, R. I. 
Edwin Warren Hart, Philadelphia, Pa. 
Sol Hirsch, New York, N. Y.
Howard A. Kenyon, Providence, R. I. 
Andrew J. Kisting, Dubuque, Iowa. 
George H. Lips, Fresno, Calif.
Louis Marder, New York, N. Y. 
Manuel A. Montenegro, Tampa, Fla. 
William Peterson, Chicago, Ill.
James L. Rose, Indianapolis, Ind. 
Jonas Roth, New York, N. Y.
Julius D. Segelken, New York, N. Y. 
Morris Spar, New York, N. Y.
W. H. Thompson, Jr., Elizabeth, N. J. 
Sydney V. Young, Philadelphia, Pa. 
Jacob Harold Zeitlin, Newark, N. J.
A d m itte d  a s  A sso cia tes
Paul E. Blocher, Washington, D. C. 
Robert Hayes Dunn, Danville, Va. 
John C. Ferris, Chicago, Ill.
Raymon R. Finch, Columbia, S. C. 
Anthony K. Frerman, Louisville, Ky. 
Charles M. Ganey, Utica, N. Y. 
Raymond G. Hall, Utica, N. Y.
Oscar H. Kahl, Wallingford, Conn. 
Albert Kronenberg, New York, N. Y. 
Ralph E. Lane, Pittsburgh, Pa.
C. H. Lapsley, Washington, D. C.
T. B. Nickson, Washington, D. C. 
Miriam Rosenbloom, New York, N. Y. 
Henry R. Schieman, Los Angeles, Calif. 
Abraham H. Spilky, Honolulu, T. H. 
A. L. Stormwind, Washington, Pa. 
John C. Sullivan, South Temple, Pa.
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Cooperation with Credit Men
Arrangements have been made for 
appointment of cooperative committees 
of the American Institute of Account­
ants and the National Association of 
Credit Men. During the past few years 
the two organizations have worked to­
gether on several problems of mutual 
interest, including the natural business 
year, and it has now been agreed that 
cooperative effort might be extended, 
to the advantage of both groups, 
through the creation of special com­
mittees.
Credit men and accountants have 
many problems of common interest. 
Technical accounting questions re­
lated to statements submitted as a 
basis for credit are naturally of im­
portance to both groups. The Institute’s 
committee may be helpful to credit 
men in responding to questions raised 
by members of the National Associa­
tion on points of this kind. On the 
other hand, credit men will doubtless 
welcome the opportunity to explain to 
practising accountants the peculiar 
problems they encounter in analyzing 
financial statements for credit pur­
poses, and perhaps to suggest proce­
dures on the part of auditors which 
would be helpful.
Legislation on such questions as 
bankruptcy and taxation is also of in­
terest to both groups, and it has been 
suggested that an exchange of opinion 
on such matters might be helpful to 
each.
Credit men sincerely desire mainte­
nance of high standards for the C.P.A. 
certificate and on several occasions 
have expressed their disapproval of 
proposed legislation which would per­
mit issuance of C.P.A. certificates 
without adequate examination. Ac­
countants may find support for sound
legislative programs among the credit 
groups.
In almost every important city there 
is a local association of credit men, and 
it is the hope of both the national or­
ganizations that the cooperative pro­
gram will result in occasional joint 
meetings of these local groups with the 
state societies of certified public ac­
countants, or their chapters, which will 
afford opportunity for extension of 
personal acquaintances, as well as for 
discussion of important problems.
Since both organizations publish 
magazines, an exchange of items for 
publication may result from the co­
operative activity.
The Institute’s officers are encour­
aged by the noteworthy success of the 
program of cooperation with the Rob­
ert Morris Associates during the past 
twenty years to hope that similar work 
with the National Association of Credit 
Men will be of benefit to all concerned.
Following are the members appointed 
to the Institute’s special committee on 
cooperation with credit men:
William R. Donaldson, chairman,
New York 
John Fraser, New York 
J. H. Gilby, Chicago 
Judson E. Krueger, San Francisco 
John J. Lang, St. Louis 
C. Whitford McDowell, Philadelphia 
Henry J. Miller, New Orleans 
Loyd B. Smith, Dallas 
Conrad B. Taylor, New York 
David McEwan Watson, Denver 
J. R. Wharton, South Bend 
Arthur W. Yardley, Boston
The secretary of the Institute con­
ferred on August 1st, at Skytop, Penn­
sylvania, with the staff of the National 
Association of Credit Men on possible 
activities which might be undertaken 
by the cooperating committees.
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Cooperation with Trade 
Associations
The program adopted by the Insti­
tute’s special committee on cooperation 
with trade associations has been de­
scribed in earlier issues of the bulletin. 
It calls for the formation of special 
state society committees to provide 
facilities for cooperation with trade as­
sociations on accounting matters. Many 
state societies have created such com­
mittees. To inform trade associations 
that these facilities are available, J. 
Arthur Marvin, of New York, chair­
man of the Institute’s committee, re­
cently addressed the following letter to 
trade associations having headquarters 
in states where the local accountants’ 
society has appointed a committee:
E x e c u t iv e  S e c r e t a r y  
D e a r  Si r : 
Several problems of trade associa­
tions have arisen in recent years on 
which assistance of members of the ac­
counting profession has been found to 
be helpful. The American Institute of 
Accountants has created a special com­
mittee on cooperation with trade asso­
ciations in the belief that such occa­
sions are becoming more numerous.
Committees of the American Insti­
tute of Accountants have been and are 
now cooperating with trade or other 
groups and governmental agencies, in 
connection with the following matters: 
1. The American Petroleum Insti­
tute recently held a series of conferences 
with representatives of this Institute 
on the question of methods of inventory 
valuation in the oil industry. The re­
port of our committee was published in 
The Journal of Accountancy for August, 
1936, and we believe its conclusions 
have been helpful to the Petroleum In­
stitute in its endeavor to bring about 
a uniformity of practice within the 
industry.
2. The national and state societies of 
certified public accountants have co­
operated closely with numerous trade 
and business associations in encourag­
ing the adoption of the natural busi­
ness year.
3. The Machinery and Allied Prod­
ucts Institute recently published a 
study on the depreciation and reserve 
policies in the preparation of which the 
advice of accountants was received.
4. General problems relating to form 
of financial statements, general ac­
counting and cost practices, and similar 
matters, have been discussed with such 
organizations as the New York Stock 
Exchange, Securities and Exchange 
Commission, and other governmental 
bodies.
5. On numerous occasions state and 
national accounting societies have pro­
vided speakers on accounting subjects 
at meetings of trade associations.
As a professional society we could, of 
course, not undertake any service for 
which an accounting firm would ordi­
narily be retained on a professional 
basis. We have in mind only the con­
sideration of broad general accounting 
problems affecting the industry which 
your association serves.
The state society of certified public 
accountants in your state has appointed 
a local committee to cooperate with us 
in this matter. The members of the 
local committee would be available to 
discuss with you any matter in which 
you think the accounting profession 
might be helpful. If at present you re­
tain a certified public accountant he 
would, of course, be the natural me­
dium of communication between you 
and the state society. We should be 
pleased to hear from you, if anything 
comes to mind.
Yours truly,
J. A rthur  M a r v in , Chairman
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Education for Accountancy
The committee on education of the 
New York State Society of Certified 
Public Accountants recently completed 
a study designed to determine what, in 
the opinion of members of the society, 
constitutes adequate educational prepa­
ration for the practice of accounting. 
Copies of the report, containing de­
tailed analyses of the replies received 
to a questionnaire sent to a representa­
tive group of accountants, may be 
obtained from the New York state 
society upon request.
Taxes in 1868
A staff assistant of a member of the 
Institute recently discovered, among 
family papers, an income-tax blank of 
the year 1868 which provides an 
interesting contrast with similar docu­
ments of today. The following is a 
reproduction of the tax bill:
HUGH C. WILSON,
Deputy Collector.
Collector’s Office,
Tenth District, State of New York, 
Y onk ers, J uly 1, 18 68.
M  Francis Secor 
Scarsdale
To he United States, Dr.
For Internal Revenue Tax assessed on annual list for the year 1868.
Tax on I ncom e fo r  the y ea r 1 867,
________________ C a rriages,
............................oz . P la te,  
.....2 .....G o ld  W a tc h e s ,
_________  B i l lia rd  T a b l e s ,
.........  ............. ........... S p e c i a l  T a x , .
A m ount o f  Tax,
Received Payment,---------------------1868
AMOUNT TAX.
2 00
$ 2.00
Deputy Collector.
BRING THIS BILL WITH YOU.
The Collector will attend to receive payment of this tax at the office of J. S. Mitchell, 
Asst. Assessor, White Plains, on Monday, August 10th, 1868, from 10 a. m. to 3 p. m.
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Connecticut Society Program 
for Cooperation with Bar
One of the major activities of the 
Connecticut Society of Certified Public 
Accountants during the past year has 
been the establishment of cooperative 
relations with members of the Connect­
icut bar. Other societies also are renew­
ing efforts to bring about closer cooper­
ation and better understanding be­
tween members of the two professions. 
Because it indicates the extent to 
which this activity can be carried 
through the initiative of a state society, 
the following report by Henry Knust, 
of Hartford, chairman of the Con­
necticut society committee on coopera­
tion with the state bar association, 
rendered at the annual meeting of the 
society held on June 16th, is reproduced 
for general information:
“ In the report rendered by the com­
mittee a year ago it was suggested that 
the apparent line of future procedure in 
this activity was twofold: (1) by means 
of occasional joint meetings of the two 
professions in different parts of the 
state (such arrangement seemed more 
practical for developing better con­
tacts, as meetings on a state-wide basis 
involved too large a number and too 
remote contacts), (2) by means of the 
publication of articles in the Connecti­
cut Bar Journal or elsewhere which 
would tend to make the attorneys more 
accountant-conscious.
“ Both of these lines of procedure 
have been followed this year to a lim­
ited extent, and with a reasonable de­
gree of satisfaction.
“ The committee from the state bar 
association was reappointed for the 
current year. Mr. Farwell Knapp, its 
chairman, has cooperated very heartily 
in the work of the committee of the two 
associations. Largely through his con­
tacts a joint meeting was arranged be­
tween the Hartford County Bar Asso­
ciation and the members of our own
state society which was held at the 
Tumblebrook Country Club. There 
were approximately 125 present at this 
meeting, consisting of about one-third 
accountants and two-thirds attorneys. 
The program consisted of a prepared 
address by Mr. Leonard M. Troub, who 
set forth the accountants’ point of 
view, and an address by Mr. Lawrence 
Howard, who spoke as a representative 
of the county bar association. Both 
speakers rendered excellent addresses 
and your committee feels that our so­
ciety is indebted to Mr. Troub for the 
time and study he gave to the subject 
and the creditable representation he 
made for the accounting profession.
“ A lively discussion followed the 
meeting, all of which we believe 
worked toward better understanding 
and a mutual attitude between the 
professional practitioners in Hartford 
county. . . .
“ The second line of activity has also 
progressed in that copies of the pre­
pared address referred to above have 
been published in the current issue of 
the Connecticut Bar Journal. Another 
article bearing the imprint of the ac­
counting profession has appeared or 
will shortly appear in the same publi­
cation on the subject of the natural 
business year.
“ The editor of the Connecticut Bar 
Journal, Mr. George H. Cohen ap­
peared anxious to receive manuscripts 
along the lines suggested and if suitable 
papers are prepared we anticipate no 
difficulty in promoting this approach 
to our objective.
“ It is the opinion of the committee 
that the lines of procedure followed 
during the present year are the logical 
ones to follow for some time to come, 
and that if it is possible to arrange one 
or two joint meetings, smokers, or 
other functions with local county or 
city bar associations the best results 
will be obtained.”
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Program of Fiftieth Anniversary Celebration
New York, October 18-22, 1937
M o n d a y , O c t o b e r  18th
All day. Registration.
9:30 A.M. Meeting of council (execu­
tiv e  session).
10:00 a .m . Exhibition of accounting ma­
chinery. (This exhibition 
will remain open for in­
spection between the hours 
of 10:00 a .m . and 6:00 
p .m ., October 18th through 
21st.)
2:00 p .m . Meeting of Advisory Council 
of State Society Presi­
dents. (Tentative)
Program of the New York State 
Society of Certified Public 
Accountants
(Members and guests of the 
Institute are invited to attend.)
11:00 a .m . Discussion: “ Economics of 
machine accounting,” by 
the committee on ac­
counting machinery; J. 
Andrew Crafts, of New 
York, chairman.
2:00 p .m . Address: “ Recent develop­
ments in budgetary con­
trol,” with illustrative 
charts, by Edmond La 
Rose, assistant controller, 
Bausch and Lomb Opti­
cal Co., Rochester.
5:30 p . m . Reception for members of 
the Institute and guests, 
by the New York state 
society (cocktails and re­
freshments).
T u e s d a y , O c t o b e r  19TH
9:30 a .m . General session. (Robert H.
Montgomery, president of 
the Institute, will pre­
side.)
Address of welcome. (Speaker 
to be announced.)
Welcome to foreign guests:
P. W. R. Glover, of New 
York, chairman of the 
executive committee of 
the special committee on 
fiftieth anniversary.
Responses by representa­
tives of foreign account­
ing societies.
President's address.
Address: Raymond Moley, 
professor of public law at 
Columbia University, ed­
itor of News Week maga­
zine, former assistant sec­
retary of state. (Subject 
to be announced.)
12:30 p .m . Luncheon for representatives 
of state boards of account­
ancy, as guests of New 
York State Board of 
C.P.A. Examiners, fol­
lowed by discussion. The 
Elijah Watt Sells scholar­
ship prizes will be awarded.
2:30 P .M . Round-table discussions.
8:00 p . m . Dinner dance.
We d n e s d a y , O c t o b e r  20th
All day. Golf tournament.
10:00 a .m . Round-table discussions.
2:00 p .m . Round-table discussions.
T h u r s d a y , O c t o b e r  2 i s t
10:00 a .m . General session
Address: “ Public account­
ancy in the United 
States,”  by Norman E. 
Webster, of New York.
Address: “ The relationship 
between accounting and 
taxation in the United 
States,” by Norman L. 
McLaren, of San Fran­
cisco.
2:00 p .m . Address: “ A history of the 
relations between the ac­
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counting profession and 
regulatory bodies,” by 
Andrew Stewart, of New 
York.
8:00 p .m . Banquet. (Clem W. Collins, 
of Denver, will act as 
toastmaster.)
F r id a y , O c t o b e r  22nd  
10:00 a .m . Annual meeting of the Amer­
ican Institute of Account­
ants.
Annual reports.
Election of officers.
Selection of 1938 meeting 
place.
Other business.
2:00 p .m . Meeting of council (execu­
tiv e  session).
N o t e s .— A n elaborate program of optional enter­
tainment has been prepared from 
which members m ay choose upon 
their arrival.
Registration fees have been fixed at $15 
for men and $10 for ladies. T h e fees 
will cover the dinner dance, banquet 
and other features.
Tentative Program of Round- 
Table Discussions
T u e s d a y , O c t o b e r  19TH
Starting at 2:30 p.m. and ending not 
later than 4:30 p.m.
“ Accountants’ certificates.”
Leader: James H. Wren, of New 
York.
“ Developments in accounting practice 
and theory since 1929.”
Leader: Rodney F. Starkey, of New 
York.
“ Reorganizations under the revenue 
act.”
Leader: Joseph J. Klein, of New 
York.
W e d n e s d a y , O c t o b e r  2oth
Starting at 10:00 a.m. and ending not 
later than 12 noon.
“ Inventory— what is the lower of cost 
or market ? ”
Leader: Maurice E. Peloubet, of New 
York.
“ Practice problems of accountants in 
connection with registration state­
ments.”
Leader: Homer N. Sweet, of Massa­
chusetts.
“ Pricing product under the Robinson- 
Patman act.”
Leader: (To be announced.)
Starting at 2:00 p.m. and ending not 
later than 4:00 p.m.
“ Accounts of governmental author­
ities.”
Leader: George P. Ellis, of Illinois.
“ To what extent can the practice of 
accounting be reduced to rules and 
standards?”
Leader: Charles B. Couchman, of 
New York.
“ Aptitude tests for staff accountants.” 
Leader: Johnson O’Connor, of New 
Jersey.
“ Education for the accountant.” 
Leader: Jacob B. Taylor, of Ohio.
Program of Ladies' 
Entertainment
M o n d a y , O c t o b e r  1 8th
5:30 p .m. Reception by the New York 
State Society of Certified 
Public Accountants.
T u e s d a y , O c t o b e r  19TH
Morning. Tour of the “ Queen Mary,” 
or sightseeing tour of 
New York.
Afternoon. Special luncheon, bridge, 
fashion show and tour of 
the store, John Wana­
maker; luncheon in the 
auditorium at 1 p . m .
Evening. Informal dinner dance.
W e d n e s d a y , O c t o b e r  2oth
All day. Golf.
Morning. Sightseeing tour of New 
York, or conducted tour 
of the Waldorf-Astoria
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hotel. Luncheon— French 
restaurant of the prom­
enade cafe in Rockefeller 
Center.
Afternoon. Tour of Rockefeller Center 
to start from the restau­
rant or from the R.C.A. 
building, or matinees.
Evening. Special lecture at Hayden 
Planetarium, 9 :15 p .m .
T h u r s d a y , O c t o b e r  21s t
A ll day. Motor trip to West Point.
Golf Tournament
The annual golf tournament for pos­
session of the Missouri golf trophy, pre­
sented to the Institute in 1924 by the 
Missouri Society of Certified Public 
Accountants, will be held on Wednes­
day, October 20th, during the celebra­
tion of the Institute’s fiftieth anniver­
sary. The competition will be between 
teams representing the various state 
societies.
The teams will consist of four play­
ers, each of whom must be a member of 
the Institute and of the state society 
which he represents. The match will 
consist of eighteen holes at medal play. 
The team with the lowest aggregate 
gross score will be awarded the trophy, 
to remain with that team until the 
trophy is entered in competition at the 
next annual meeting of the Institute.
In addition to the Missouri trophy, 
prizes will be offered for low gross, low 
net, and other scores.
Details of the arrangement of these 
matches will appear in the final pro­
gram. Individual entries must be filed 
showing players’ handicap.
The main competition will be played 
at Baltusrol Golf Club, Short Hills, 
N. J. The entry fee for the golf tourna­
ment has been fixed at $5 for each player, 
which will cover cost of green fee and 
luncheon, but will not include caddy 
fee or transportation.
Luncheon at Bear Moun­
tain Inn. Six and one-half 
hour tour up one side of 
the Hudson river and 
down the other, crossing 
the George Washington 
and Bear Mountain 
bridges.
Morning. Tour of the Waldorf-Astoria 
hotel, or museums.
Afternoon. Matinees.
Evening. Formal banquet.
Essay Contests
About thirty members of the Insti­
tute have entered the contest for the 
$500 prize to be awarded at the fiftieth 
anniversary celebration to the author 
of the best essay on the subject, “ To 
what extent can the practice of ac­
counting be reduced to rules and 
standards?”
Only a few entries have so far been 
received in the essay contest on the 
subject of “ Staff training,”  in which 
prizes of $50, $25, $15 and $10 will be 
awarded. This contest is open only to 
staff men who are themselves members 
or associates of the Institute or are em­
ployed by members or associates of 
the Institute. It is suggested that mem­
bers who are principals or partners 
draw this contest to the attention of 
their staffs.
Detailed requirements have been 
published in the advertising sections of 
The Journal of Accountancy and ad­
ditional information may be obtained 
from the secretary of the Institute.
Manuscripts submitted in the con­
test for the $500 prize must reach the 
Institute’s office by August 31st.
Manuscripts in the contest on the 
subject of “ Staff training” may be 
submitted up to October 31st.
Those who intend to compete are 
asked to notify the Institute’s offices 
as soon as possible.
Seen in State Society Publications
Stock Dividends and the Tax 
on Undistributed Profits 
The Utah C.P.A.
The question of taxability of stock 
dividends took on added importance 
with the advent of the tax on undis­
tributed profits under the revenue act 
of 1936. Under this act, corporations 
are faced with the alternative of mak­
ing full distributions of net income 
(with exceptions not under considera­
tion) in a form which will be taxable in 
the hands of stockholders, or paying a 
substantial portion of undistributed net 
income as a tax. Difficulties encoun­
tered in making sufficient distributions 
are well understood, and the question 
of using stock dividends has probably 
been considered and studied by most 
accountants.
Under section 115 (f) of the revenue 
act of 1936, stock dividends constitute 
taxable income except those which are 
not income within the meaning of the 
sixteenth amendment to the Constitu­
tion, and the dividend-paying corpora­
tion, for the purpose of the surtax 
imposed by section 14 of the act, is 
entitled to a credit in determining 
undistributed net income to the extent 
of the fair market value of the stock 
dividend at the time of distribution. 
It is therefore important clearly to 
understand what classes of stock 
dividends constitute taxable income 
under the sixteenth amendment.
Numerous decisions of the courts and 
Board of Tax Appeals deal with this 
subject. From these decisions it may be 
gathered that tests for distinguishing a 
taxable from a non-taxable dividend in 
stock are:
(1) Severance of assets from the cor­
poration, and
(2) Alteration of the preexisting pro­
portionate interest of the stockholders.
If either of these tests are met, the 
stock dividend will be taxable. While 
the tests are not especially difficult to 
understand, their application varies 
with each set of facts, and every case 
must be considered on its own merits. 
Before any corporation pays a stock 
dividend with the intention of deduct­
ing it as a dividend credit under section 
27 of the 1936 revenue act, its officers 
should be reasonably sure that the divi­
dend will be income within the mean­
ing of the sixteenth amendment, and 
that there is little likelihood of contro­
versy or litigation with the bureau of 
internal revenue. It is important to 
keep in mind that a decision of the 
Board of Tax Appeals or of any court 
other than the Supreme Court is not 
necessarily a binding precedent on the 
commissioner of internal revenue.
With this preliminary discussion, we 
may consider the general application 
of the tests mentioned to various 
types of stock dividends to determine 
whether or not they will represent 
taxable income in the hands of stock­
holders, and hence be the subject of a 
proper credit for dividends paid under 
section 27, mentioned above. For pur­
poses of this discussion, stock dividends 
are classified as follows:
(A) Payment of stock dividends 
where only common stock is outstand­
ing prior to the stock dividend pay­
ment.
(1) Common stock paid as a dividend 
on common stock.
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(2) Preferred stock paid as a divi­
dend on common stock.
(B) Payment of stock dividends 
where both common and preferred 
stock are outstanding prior to the 
stock dividend payment.
(1) Common stock paid as a divi­
dend on common stock.
(2) Common stock paid as a divi­
dend on preferred stock.
(3) Preferred stock paid as a divi­
dend on preferred stock.
(4) Preferred stock paid as a divi­
dend on common stock.
(A) (1) In the case of Eisner vs. 
Macomber, the court held that a divi­
dend in common stock paid to common 
stockholders is not income within the 
meaning of the sixteenth amendment 
to the Constitution. In this case the 
corporation had only one class of stock 
outstanding. It is definite, therefore, 
that a stock dividend of this class is not 
income, and may not be used as a 
dividend-paid credit in computing the 
tax on undistributed profits.
(A) (2) In the case of Pearl S. 
Brown, executrix [69 Fed (2d) 602; 
certiorari denied 293 U. S. 570], it has 
been held that a dividend in preferred 
stock, paid to common stockholders, 
when no preferred stock was outstand­
ing prior to the transaction, was not 
taxable. The transaction was held to be 
“ only a proliferation of preexisting 
interests” rather than an alteration of 
preexisting interests of the stockhold­
ers. Some doubt has been raised on this 
class of stock dividend by other deci­
sions, but it seems clear that stock 
dividends may not be relied on as a 
basis for a dividend-paid credit in 
computing the tax on undistributed 
earnings where only one class of stock 
is outstanding prior to the dividend 
payment.
(B) (1) The payment of a dividend 
in common stock to common stock­
holders, where both common and pre­
ferred stock were outstanding prior to 
the dividend payment does not seem 
to meet either of the requirements
mentioned regarding (a) severance of 
assets from the corporation or (b) 
alteration of preexisting proportionate 
interest of the stockholders. The effect 
of such a distribution is merely dilution 
of common stock, and no reliance 
can be placed on such a transaction for 
purposes of dividend-paid credits.
(B) (2) The United States Supreme 
Court in the case of Koshland vs. 
Helvering (56 S. Ct. 767) held that a 
dividend in common stock paid to a 
stockholder on preferred stock, the 
corporation also having common stock 
outstanding at the time, was a taxable 
dividend, as the proportional interest of 
the stockholder in the corporation after 
the dividend was essentially different 
from his interest prior thereto. In the 
light of this decision, dividends paid in 
a comparable manner may be relied on 
as a basis for dividend-paid credits in 
computing the tax on undistributed 
profits.
(B) (3) The question of a dividend 
in preferred stock paid to preferred 
stockholders would seem to affect an 
“ alteration of the preexisting propor­
tionate interest of the stockholders,” 
and therefore be taxable. However, 
in the absence of a decision from the 
Supreme Court on such a case, it must 
be concluded that a claimed dividend- 
paid credit based on such a dividend 
may result in controversy with the 
bureau of internal revenue, or in 
litigation.
(B) (4) In Torrens vs. Commissioner 
(31 B.T.A. 767), it was held, “ Where 
both common and preferred shares are 
outstanding when a dividend is de­
clared upon voting common stock and 
paid in the form of non-voting cumu­
lative preferred shares at par value, 
such dividend is not a tax-free stock 
dividend.” This reasoning follows the 
test regarding “ alteration of preexist­
ing proportionate interest of the stock­
holders.” However, this situation has 
not been passed on by the Supreme 
Court, and the possibility of contro­
versy is again present.
In conclusion, it should be empha­
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sized that each case must be considered 
on its own merits. There is no assur­
ance, for instance, that the Koshland 
decision would be followed if common 
and preferred stock in a company 
were owned by the same stockholders 
in substantially the same proportion. 
Competent legal advice should be 
obtained in any case involving the 
payment of stock dividends.
Favoring Requirement of a 
College Education
The Spokesman (Pennsylvania)
I am in favor of limiting C.P.A. ex­
aminations to candidates who possess 
the equivalent of a four-year college 
education, but do not believe that such 
a rule should become effective for four 
or five years. To raise the bars im­
mediately would, it seems to me, be 
very unjust to many young men who 
are preparing to take their examina­
tions in the next two or three years and 
who would be unable to qualify under 
a college-degree requirement. There 
are many reasons for raising education 
requirements. Only a few will be men­
tioned.
The growing complexity of modern 
business and the new problems which 
are constantly arising require that the 
men and women who must compete 
and cooperate with one another be 
familiar with the economic, political 
and social problems confronting busi­
ness enterprises. Schools of business and 
finance are attempting to give to future 
business men and women a broad busi­
ness training, which will be helpful to 
them in their future life-work. Are the 
problems of accountancy so much less 
complex than those of the modern 
business enterprise? If the answer is 
yes, then, perhaps, a high-school edu­
cation is sufficient. If, perchance, ac­
counting is becoming more complex 
and more and more is being demanded 
of accountants as professional men, it 
seems reasonable to assume that edu­
cational standards be raised to reflect 
changing needs and conditions.
Well-known industrial organizations, 
cognizant of the growing complexity of 
our modern business life, seek to secure 
well trained men. Such concerns as 
General Electric, Goodyear Tire & 
Rubber, Heinz Company, R. H. Macy
& Co., Procter and Gamble, and 
others too numerous to mention, send 
representatives to interview college 
seniors and to select men whom they 
believe will fit into their organizations 
and develop into prospective execu­
tives. Many firms of accountants also 
have representatives interview college 
students for the same reason. Is it 
possible that the colleges give their 
graduates a cultural and technical 
background, training in methods of 
analysis, and a perspective toward life 
problems which is of value to industrial 
organizations but not necessarily of any 
value in the field of professional ac­
countancy ? I do not think so.
It has not been many years since col­
leges admitted students to the study of 
medicine, of dentistry and of law, upon 
their graduation from high schools. At 
the present time it is almost a universal 
requirement that candidates for ad­
mission to these schools possess an A.B. 
or B.S. degree. Professional standards 
in the fields of law, medicine, dentistry, 
teaching, etc., are being raised. Is it 
possible that professional accountancy 
work is less arduous, less exacting, less 
analytical and calls for a lower order of 
mental ability than that of other pro­
fessions? I believe that accountancy 
demands as much of its practitioners 
as do these other professions. If the 
leaders in other professional fields have 
been right in diagnosing their own edu­
cational problems, the leaders of the 
accounting profession are not right in 
lagging behind the others in raising 
educational requirements unless it can 
be proven that accountancy requires a 
lesser or lower or different order of in­
tellectual ability for success (not neces­
sarily monetary).
There are many other arguments 
which could be advanced in favor of 
requiring college degrees for admission
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to the profession of accounting. Space 
limits will not permit of more than this 
brief mention of  some of them. The 
public accountant is a public servant 
and charged with a high degree of re­
sponsibility and trust. He must possess 
confidence, personality, technical abil­
ity and have a sense of professional 
bearing and a high code of honor.
In closing it might be said that the 
possession of a college degree does not 
necessarily imply that the holder of it 
is a superior individual and better 
qualified to succeed than a non-college 
graduate. Many men who lack college 
training have risen to the top of our 
profession through sheer energy, and 
the ability to think clearly and to profit 
through the lessons of experience. 
These men have secured in the practical 
world those characteristics which a 
college training should give to students. 
Their advice is sought and they are 
listened to with great respect. They 
have done much for the advancement 
of accountancy and the development of 
professional standards. Many of them, 
no doubt would be loath to see the 
doors closed to promising young men 
because of the lack of a college degree. 
Perhaps some substitute, such as com­
pletion of specified university evening 
courses, can be worked out, as the 
equivalent of a college degree to take 
care of these young men.
B y  J erem iah  L ockw ood
By Their Reports 
Ye Shall Know Them
The Bulletin (D. C.)
The executive receives an account­
ant’s report. It presents the con­
ventional profit-and-loss account and 
balance-sheet and certain supporting 
schedules with brief comments con­
fined mainly to explanations of the 
manner and extent of the examination 
and verification of the major items. 
He glances through the report and, find­
ing little in the figures which he had not 
already learned from his bookkeeper, 
files the report as a matter of routine.
Another executive receives an ac­
countant’s report. In addition to the 
conventional statements it presents 
summaries, comparisons, percentages, 
quantities and per-unit figures, and in 
the comments attention is called to 
fluctuations and trends of which the 
executive had not previously been 
aware. He studies the report with much 
interest. He finds therein information 
of great value in determining future 
policies. This executive feels that the 
cost of the examination has been a good 
investment.
The first accountant had accounting 
skill. The second accountant had 
something more— he had imagination 
and practical business ability; he had 
an appreciation of the kind of informa­
tion his client wanted or ought to have 
and the ability to state it clearly and 
concisely.
The report of the accountant, being a 
presentation of facts and figures, affords 
little opportunity for the use of literary 
style. But there is a wide range for the 
exercise of skill in presenting facts that 
will be of greatest value to the client or 
others who may be concerned. The 
nature of the facts to be presented will, 
of course, be determined by the purpose 
of the examination and the kind of 
business. The manner of the presenta­
tion of the facts and figures should be 
such that the reader can absorb them 
with a minimum amount of mental 
effort.
The report should state briefly at the 
outset the facts in which the client is 
most interested. If the examination has 
been of the operations of the business, 
the first thing the client wants to know 
is if the business has made money and 
if so how much. These facts should be 
presented in a condensed statement of 
operations with the details unfolding as 
the report progresses in the comments 
and supporting exhibits and schedules. 
The accountant’s report differs from 
fiction in that the ending of the story is 
told at the beginning.
While the use of technical accounting 
terms is, of course, unavoidable in the
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accountant’s report, it should be so 
written that a business man may ob­
tain a clear understanding of affairs 
from it. What may be perfectly clear to 
another accountant may not be so clear 
to the executive, stockholder or banker.
The accountant may feel reluctant 
(and rightly so) to express opinions 
regarding the wisdom of what has been 
done or what may be expected to hap­
pen in the future, but facts and figures 
may often be presented in such a way 
that the inference to be drawn there­
from is inescapable.
It takes time and study to prepare 
a good report. The client may not 
appreciate this. But he also may not 
appreciate how much time and skill is
required to make a proper examina­
tion. The client may not see the stack 
of working papers built up during the 
examination, he may know nothing of 
the midnight oil that was burned in 
bringing the figures together and mak­
ing the necessary adjustments, but the 
one thing he does see and keep is the 
report. It is by the report that the 
client often judges the standard of the 
accountant’s work. The accountant 
may sometimes feel that he has not 
been adequately rewarded for the 
work he has done on a given engage­
ment, but there is a measure of satisfac­
tion in hearing the client exclaim, 
“ That’s a damn fine report!”
By H a r o l d  C. A n d e r s o n
What They Are Saying
Accounting for Depreciation
By Owen E ly .  From an article in 
Public Utilities Fortnightly 
The question of possible improve­
ment in utility depreciation accounting 
has so many ramifications that it is im­
possible to undertake any thorough 
analysis in this article. Possibly the 
situation may be summarized in the 
form of a series of hypothetical re­
marks or questions, which an intelli­
gent stockholder might propound to 
the accounting executive or a large 
holding company in connection with 
the published reports covering the 
system’s operations:
1. The stockholder is not primarily 
interested in the technical rules ap­
plied by Federal and state commissions 
to the accounting procedure of the 
operating company, except where such 
a company itself constitutes the “ sys­
tem,”  as with Consolidated Edison of 
New York. Many large systems com­
bine the figures for gas, electric, and 
other properties in one balance-sheet 
and income statement. Would not the 
stockholder be better equipped to 
understand the depreciation policy if 
the property account could be itemized 
somewhat as follows, as a guide to ap­
praising the depreciation charge:
Land (nondepreciable).
Other intangible or nondepreci­
able items.
Franchises—subject to amortiza­
tion.
Depreciable plant divided be­
tween electric, gas, and other 
major services; electric plant 
divided between steam and
hydro, due to difference in 
obsolescence.
2. Would it not be less confusing if 
the utilities adopted a uniform termi­
nology instead of using depreciation, 
retirements, replacements, etc., some­
what interchangeably?
3. If the depreciation charge repre­
sents a contribution to a retirement 
(general insurance) reserve, rather 
than a straight-line accrual, could not 
this be indicated in the title, as “ Ap­
propriation for reserve to insure prop­
erty replacements” ?
4. Would it be practicable to have 
two expense accounts and two balance- 
sheet reserves—one set reflecting 
straight-line depreciation and the other 
providing insurance against obsoles­
cence, major changes in the purchasing 
power of money, temporary financial 
stringency, etc. ? Or is it better to con­
tinue to rely on maintenance, “ con­
tingency reserves” and general surplus 
for many readjustments?
5. Does the straight-line method 
necessarily result in undue accumula­
tion of reserves . . . ? Is this the 
fault of the theory itself, or merely 
of its application? Is not the main 
difficulty the making of a proper 
distinction between maintenance and 
depreciation? If the straight-line 
method leads to larger depreciation 
charges, is this immediately offset by a 
reduction in maintenance costs; or is it 
necessary to penalize net earnings 
during the period of time required to 
establish reserves at an adequate level ? 
If the latter is true, could not the diffi­
culty be met by setting up larger initial 
reserves through appropriation of sur­
plus?
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6. Little information is sometimes 
provided regarding the larger readjust­
ments of property account, made 
through surplus; should not such 
changes be clearly indicated in the 
profit-and-loss account? Would it not 
also be helpful to place a footnote op­
posite the depreciation charge in ex­
penses, referring to any such profit- 
and-loss adjustment?
7. Would it not be of interest in the 
text of the report to show the percent­
age relationship of the depreciation 
reserve to the depreciable plant value, 
and compare the change in percentage 
from year to year?
8. To vary the depreciation charge 
according to gross revenues does not 
seem to be a scientific practice. Regard­
less of straight-line method, would it 
not be better to relate it to the de­
preciable plant value?
9. Is the double method of account­
ing efficient— one set of books for the 
Treasury Department and another for 
the stockholder? If the depreciation 
charge as reported to the government is 
as large “ as the law allows” and the 
charge reported to stockholders con­
siderably smaller, would it not be 
better to “ strike a balance” between 
the two, and then make identical
reports? If not, why not furnish stock­
holders with the salient figures of the 
report to the Treasury Department?
10. The question of depreciation 
policy is, of course, closely bound up 
with the current issue regarding “ origi­
nal cost.” The commissions are prob­
ably hopeful of reducing the book value 
as a base for fixing rates, thus facili­
tating further rate reductions. This 
would also reduce depreciation and 
thereby help net earnings, but would 
the net result be fair to stockholders? 
Wouldn’t it give a false picture of the 
replacement problem? Would it not be 
good policy for the utility companies 
to counter the move for original cost 
by agreeing to adopt straight-line 
depreciation? Would this not also help 
to protect them (although it might 
temporarily reduce earnings on a book­
keeping basis) against unwarranted 
rate cuts?
It is to be hoped that utility ac­
countants will continue to collaborate 
with representatives of the various 
government agencies toward clarifying 
depreciation practices and placing earn­
ings statements on a more scientific 
basis in relation to past, present and 
future operations— which is the only 
basis fair to both consumers and 
investors.
Accountancy and the Press
Following are brief excerpts from 
articles describing activities of the 
Institute which have recently appeared 
in the public press:
50TH A n n iv e r s a r y
Leading public accountants in Great 
Britain, Canada, Ireland, Mexico, Hol­
land and Germany have accepted 
invitations from the American Institute 
of Accountants to attend the celebra­
tion of its fiftieth anniversary at the 
Waldorf-Astoria from October 18th to 
22nd, the Institute announced yester­
day. Invitations to attend have been 
sent to more than a hundred leaders in 
public accounting in Europe, Canada 
and Mexico by Colonel Robert H. 
Montgomery, president of the Insti­
tute, on behalf of the council.
New York Herald-Tribune
I n t e r p r o f e s s io n a l  E x c h a n g e
“ What more appropriate feature for 
your medical association’s next meet­
ing than a talk on physicians’ records 
and taxes by a certified public account­
ant! The American Institute of Ac­
countants, 135 Cedar street, New York 
city, will gladly furnish you with a 
list of reputable C.P.A.’s in your 
vicinity.
“ Incidentally, if you require the 
services of an accountant for income- 
tax purposes, you may be able to ob­
tain them in return for medical care. 
Since more than half the average ac­
countant’s work is done during the 
first 75 days of the calendar year, he 
generally needs a physician, a hospital, 
a rest cure, or all of them after March 
15!”
Medical Economics
R e v e n u e  A c t
Congress at its next session will be 
urged to make at least 18 drastic 
changes in the present Federal tax 
laws.
The recommendations are contained 
in a report now being prepared by the 
special committee appointed by the 
American Institute of Accountants. . . .
The bulk of the changes Congress 
will be asked to make are aimed at 
existing provisions of the law which, 
business men charge, are “ fine in 
theory but poor in practice.”
In this class are suggestions to:
(1) Allow capital net loss in excess 
of $2,000 as a deduction in 
determining net income.
(2) Provide exemption from surtax 
for corporations operating un­
der creditors’ extension agree­
ments.
(3) Allow carry-forward of net losses 
for five years.
(4) Permit corporations keeping 
books on weekly basis to pre­
pare returns for 52-week pe­
riods.
New York Journal 
S p e a k e r
Raymond Moley, editor of News- 
Week, will be among the speakers at the 
fiftieth anniversary celebration of the 
American Institute of Accountants at 
the Waldorf-Astoria, October 18th to 
22nd, P. W. R. Glover, chairman of the 
executive committee of the general 
committee in charge of arrangements, 
announced yesterday.
New York Herald-Tribune 
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E s s a y  C o n t e s t
The American Institute of Account­
ants announced yesterday it will award 
a prize of $500 in its fiftieth anniversary 
celebration, to be staged October 18th 
to 22nd, for the best essay on the sub­
ject “ To what extent can the practice 
of accounting be reduced to rules and 
standards?” The competition will close 
at midnight on August 31st and is open 
only to members and associates of the 
Institute. Rodney F. Starkey is chair­
man of a special committee which will 
supervise the competition. The Insti­
tute’s headquarters are at 135 Cedar 
street.
New York Times 
W o r k in g  P a p e r s
Audit Working Papers. By Maurice
E. Peloubet. The American Institute 
Publishing Co., Inc. 412 pp. $4.
Mr. Peloubet, one of our best known 
accountants, has produced a book 
which, though written as a working 
manual for the practising accountant, 
has many points of interest for the 
corporation executive who is respon­
sible for finance or accounting. 
Throughout it is assumed that the 
auditing work is divided between that 
of the public accountant and that of 
the internal or company auditor. The 
chapter devoted to internal audit and 
control should enable such an executive 
to determine whether his methods and 
systems are adequate and in agreement 
with good general practice. Cooperation 
between company officials and auditors 
will make the audit more effective and 
avoid duplication.
Most corporation officials are respon­
sible to some extent for reports to the
S.E.C. The inclusion in the work of a 
typical set of financial statements for 
form 10-K, the annual report to be 
filed with the S.E.C. by companies 
listed on exchanges, together with the 
papers necessary to support such a 
report, should give a financial or ac­
counting executive a better grasp of the 
statements presented to them by their 
own accountants.
Wall Street Journal
T a x e s
Twenty-three changes in the Federal 
revenue act of 1936 are recommended 
by various state societies of certified 
public accountants in communications 
forwarded by their officers to the com­
mittee on Federal taxation of the 
American Institute of Accountants and 
analyzed in a report made public Sat­
urday, according to Frank Youngman, 
New Orleans, president of the Society 
of Louisiana Certified Public Account­
ants.
The communications represent the 
result of a “ questionnaireless” survey 
conducted by the committee for the 
purpose of assembling data which may 
be placed before Congress as represent­
ing the recommendations of the ac­
counting profession. In order to get 
the benefit of the judgment of the state 
society leaders without asking any 
leading or suggestive questions, the 
committee simply asked them to report 
any changes in the act which they be­
lieve to be necessary. Seventeen state 
societies, including the Society of Lou­
isiana Certified Public Accountants, 
responded to the request.
New Orleans Item- Tribune
Meetings and Elections
California State Society of C.P.A’s
Date: June 12, 1937. Annual meeting.
Place; Oakland.
Elections: President— Willis C. Graves, 
of Los Angeles.
First vice-president— A. De Witt 
Alexander, of San Francisco.
Second vice-president— J. B. Schole­
field, of Los Angeles.
Secretary-treasurer— B. W. Bours, of 
San Francisco.
Directors— Mr. Alexander, Mr. Bours, 
Judson E. Krueger, of San Fran­
cisco, Albert J. Watson, of San 
Francisco, G. S. Gilbertson, of 
Fresno, and T. G. Douglas, of Los 
Angeles.
Connecticut Society of C.P.A’s
Date: June 16, 1937. Annual meeting.
Place: Bridgeport.
Elections: President—J. William Hope, 
of Bridgeport.
Vice-president— Guy Cambria, of 
Middletown.
Secretary— Edward I. Petze, of New 
Haven.
Treasurer— Milton H. Friedberg, of 
Bridgeport.
Auditor— C. Leonard Johnson, of 
New Haven.
Governors— Maurice L. Blanchard, 
of Hartford, and Monroe H. Doo­
little, of New Haven.
Florida Institute of Accountants
Jacksonville Chapter 
Date: July 15, 1937.
Speaker: P. W. Fisher, “ Accountants 
and the S.E.C.”
Kentucky Society of C.P.A’s
Date: July 14, 1937. Annual meeting.
Place: Louisville.
Elections: President— Kenneth White, 
of Louisville.
First vice-president— C. R. Escott, 
of Louisville.
Second vice-president— W. T. Boden, 
of Louisville.
Secretary and treasurer— Eugene M. 
Heimerdinger, of Louisville.
New Hampshire Society of C.P.A’s
Date: June 26, 1937. Annual meeting.
Place: Portsmouth.
Elections: President— J. Ben Hart, of 
Manchester.
Vice-president—Hiram Haskell, of 
Manchester.
Secretary-treasurer—Robert M. Bruce, 
of Portsmouth.
New Mexico Society of C.P.A’s
Date: July 10, 1937. Annual meeting.
Place: Albuquerque.
Elections: President— W. Ernest Ham­
mond, of Albuquerque.
Vice-president—Jesse B. Murray, of 
Carlsbad.
Secretary-treasurer—Lon M. Fletcher, 
of Albuquerque.
Directors— Richard D. Jones, of Ros­
well, and Rodney B. Horton, of 
Albuquerque.
New York State Society of C.P.A’s
Date: June 25-26, 1937. Chapter con­
ference.
Place: Skaneateles.
Speakers: Edmond S. La Rose, “ Budg­
etary control.”
Frank A. Gale, “ Public accounting 
has a story to tell.”
Albany Chapter
Date: May 26, 1937. Annual meeting.
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Elections: President— John J. Magilton. 
Vice-president— William J. Nus­
baum.
Secretary— Eugene J. Steiner. 
Treasurer— Irving L. Simon.
Buffalo Chapter
Date: May 25, 1937. Annual meeting. 
Elections: President— George W. Con­
tant.
Vice-president— James L. Strong. 
Secretary— Jerome Hausle.
Treasurer—Edward P. Klingenmeier.
Rochester Chapter 
Date: May 11, 1937. Annual meeting. 
Elections: President— Glenn O. Williams. 
Vice-president— James Lee Rothwell. 
Secretary— Rupert G. Fain. 
Treasurer— Robert T. Morrow.
Syracuse Chapter
Date: May 24, 1937. Annual meeting. 
Elections: President—Howard V. Swartz. 
Vice-president— Barrett S. Beckwith. 
Secretary-treasurer— Charles F. Carr.
Pennsylvania Institute of C .P.A’s
Harrisburg Chapter 
Date: June, 1937.
Elections: Chairman— J. Craig Aikins. 
Vice-chairman— William R. Winn. 
Secretary— Charles J. Rowland. 
Treasurer— Jack A. Shindle.
Tennessee Society of C.P.A’s
Chattanooga Chapter 
Date: June, 1937.
Elections: President— John I. Foster. 
Vice-president— J. H. Hardy. 
Secretary-treasurer—Clifford D. Buf­
fon.
Memphis Chapter
Date: July, 1937.
Elections: Chairman— John H. Raw­
lings.
Vice-chairman— A. L. Yancey.
Secretary— William A. Smith.
Treasurer— C. W. Eader.
Wisconsin Society of C.P.A’s
Date: June 22, 1937. Annual meeting.
Elections: President— Carl E. Dietze, 
of Milwaukee.
Vice-president— Edward L. Benton, 
of Milwaukee.
Secretary— George D. Spohn, of 
Milwaukee.
Treasurer—A. F. North, of Milwau­
kee.
Director— Lawrence Kakatsch, of 
Milwaukee.
Madison Chapter
Date: May, 1937. Annual meeting.
Elections: Chairman— Vernon Hough­
ton.
Vice-chairman— Ronald Mattox.
Secretary-treasurer— Joseph Hend­
rickson.
Milwaukee Chapter
Date: May, 1937. Annual meeting.
Elections: Chairman— M. A. Feldman.
Vice-chairman— Roy Linehan.
Secretary-treasurer— Harry Kunze.
Northern Chapter
Date: May, 1937. Annual meeting.
Elections: Chairman— G. M. Ellingson, 
of Green Bay.
Vice-chairman— Ronald Mabie, of 
Stevens Point.
Secretary-treasurer— L. F. Race, of 
Green Bay.
Announcements
Alfredo Chavero announces the re­
moval of his office to La Calle de Gante, 
Num. 11, Desp. 502, Mexico, D. F.
Walter Mollers & Company, of 
Sioux Falls, South Dakota, announce 
a change in firm name to Mollers, 
Scholten & Morgans.
Irwin S. Decker announces the open­
ing of an office at 80 Federal street, 
Rooms 515-6, Boston, Massachusetts.
Isidore Y. Feinberg announces the 
opening of an office at 120 West 42nd 
street, New York.
Spaulding F. Glass has resigned as 
senior technical advisor of the techni­
cal staff under the commissioner of 
internal revenue to accept a position 
as assistant treasurer of the United 
Drill and Tool Corporation, 100 South 
Jefferson street, Chicago.
Hiram B. Haskell and Percy H. 
Bennett, of Manchester, New Hamp­
shire, announce their association under 
the firm name of Haskell & Bennett, 
with offices in the Bell building, 922 
Elm street, Manchester.
Monroe Morgan and Thomas R. 
Ward announce the formation of the 
firm Morgan & Ward, with offices in 
the Rosenbaum building, Meridian, 
Mississippi.
L. H. Penney and Carroll Austin, of 
Los Angeles, announce the change of 
their firm name from L. H. Penney & 
Co. to Penney & Austin.
Dick D. Quin announces the opening 
of an office at 515 Lampton building, 
Jackson, Mississippi.
Stagg, Mather & Hough, of New 
York, announce that Morris B. Man­
waring has been admitted to general 
partnership in the firm.
Lincoln G. Kelly & Co. announce the 
admission to partnership of Clifford G. 
Snow, William J. Balser, Oscar R. 
Heppley, Ralph L. Neilson and Lance­
lot P. Bowen.
Lee Heyer White announces the re­
moval of his office from 17 East 42nd 
street to 347 Madison avenue, New 
York.
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Jarvis & Moore announce the re­
moval of their offices to suite 809, Hoge 
building, Seattle.
Correspondence
Arrangement of Income Tax Blanks
E d ito r , T h e  C e r t i f i e d  P u b li c
A c c o u n t a n t  
D e a r  S i r :
I have just read with a tremendous 
amount of interest, the article appear­
ing in THE C e r t if ie d  P u b l ic  A c c o u n t ­
a n t , July, 1937, by J. S. Seidman. Mr. 
Seidman’s suggestions are indeed splen­
did; however, I would like to offer the 
following for consideration:
(1) Schedule H, form 1120, in many 
instances, does not furnish sufficient 
space to state required information.
(2) Schedule J, form 1120, is seldom 
adequate to present the necessary 
information.
(3) Space on income-tax forms should 
conform to typewriter spacing, both 
vertically and horizontally. The bal­
ance-sheet’s set-up, especially, never 
accommodates typewriter spacing.
(4) Would suggest that a lighter 
weight of paper be used, thus eliminat­
ing so much bulk in typewriter; a light 
weight of tough paper will not be so 
easily mutilated.
(5) If possible, it should be arranged 
so that forms may be rolled, rather than 
folded; they might be placed in some 
form of tube. Creases caused by folding 
are inconvenient when lining up forms 
on typewriter, and prevent same from 
lying flat on table. If this could be 
accomplished, it would greatly facili­
tate preparation of handling, and at the 
same time expedite the mechanics of 
typing.
(6) Would it be possible to eliminate 
many schedules from form 1120 and
furnish separate sheets on which these 
schedules might be typed, including 
in form 1120 proper a list of such 
schedules and their respective totals? 
It might be advisable for the Govern­
ment to supply paper of the same size, 
color and quality on which schedules 
might be typed and attached to tax 
return, in accordance with detail in­
structions furnished elsewhere.
This undoubtedly would eliminate 
the necessity of an enormous amount of 
printing now being done, and at the 
same time would accomplish the pur­
pose. The many different kinds of 
paper, and sizes of sheets, now being 
attached to corporation returns must 
undoubtedly be the direct cause of 
considerable annoyance to examiners, 
as well as from the standpoint of filing. 
In other words, instead of supplying 
small and inadequate spaces for sched­
ules on the return, why wouldn’t it be 
much better to furnish paper and in­
structions for heading of schedules?
It is, apparently, just about time 
the Federal government were doing 
something to correct the unwieldy and 
awkward forms for reporting of various 
taxes, and I believe that this would be 
the consensus of opinion if expressions 
were made on the subject.
Permit me to again express my very 
sincere appreciation of the suggestions 
offered by Mr. Seidman.
Yours truly,
H . V. R o b e r t s o n
Amarillo, Texas
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B O O K S  retained for more than two weeks, 
and not renewed, are subject to a fine of 
five cents a day.
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ATTENTION
Save time and effort at the 
Fiftieth Anniversary Celebration 
b y registering in advance.
Fees are:
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$10  F O R  L A D IE S
Checks should be sent to:
AMERICAN INSTITUTE OF ACCOUNTANTS 
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Bulletin Supplement
September 15, 1937
To Members and Associates of the 
American Institute of Accountants:
The board of examiners has given consideration to applicants for admission 
to the American Institute of Accountants and recommends the election of 6 
applicants for admission as members and 1 applicant for admission as an asso­
ciate who have passed oral examinations. Credit for having passed examina­
tions acceptable to the Institute has been accorded 17 applicants for admission 
as members and 15 for admission as associates. Seven applicants for admission 
as members and 5 for admission as associates have passed the Institute’s 
examinations for a C. P. A. certificate in cooperating states. The board recom­
mends the advancement of 1 associate to membership.
For Advancement to Membership 
Leslie Mills, New York, N . Y .
For Admission as Members
John Ross Bates, Jr., Hartford, Conn. 
John W . Boulter, New York, N . Y .  
Frank S. Calkins, Richmond, Va. 
Joseph Campbell, New York, N . Y . 
Thomas J .  Cogan, New York, N . Y . 
Albert R. Cox, Canton, Ohio 
Louis W. Edwards, Detroit, Mich. 
Joseph E . Feinsilver, Boston, Mass. 
Raymond E . Glos, Oxford, Ohio 
James C. Goldrainer, Portland, Ore. 
Ralph S. Good, Rochester, N . Y .
John R. Jacobsen, New York, N. Y . 
David Joseph, New York, N. Y . 
Leslie A. Kimble, Roanoke, Va.
Harry I. Langson, Chicago, Ill.
Martin K. Layer, New York, N . Y . 
Arthur H. Mayginnes, Tulsa, Okla.
Louis A. Miazza, Jackson, Miss.
Eugene F . Moore, Atlanta, Ga.
Charles A. Naylor, Tulsa, Okla.
Clarence A. Phillipson, Milwaukee, Wisc. 
Fred E . Pflughaupt, San Antonio, Tex. 
Percy W. Pogson, Jr., E l Paso, Tex. 
George L . Rosenbloom, Philadelphia, Pa. 
Mark B. Schreiner, Chicago, Ill. 
Stoughton Sterling, Philadelphia, Pa. 
Harry M . Turnburke, Clearwater, Fla. 
Arthur H. Waite, Jr., Atlanta, Ga.
Harry W . Wallis, Worcester, Mass.
W. Lewis Wilson, Thomasville, Ga.
These applicants do not become members (or associates) until they have been 
approved by council and declared elected by the president. If protest is to be 
made against the election of any applicant on the list it should reach the office 
of the Institute before September 30, 1937.
JOHN L. CA REY, Secretary
For Admission as Associates
Cecil R. Adams, Longview, Wash.
James West Allen, Nashville, Tenn.
Homer J .  Belanger, New York, N . Y .
James A . Butler, Milwaukee, Wisc.
Harvey Corydon, Dayton, Ohio 
Arthur M . Dewey, Cleveland, Ohio 
Joseph D. Foster, Canton, Ga.
Harry B. Fry, Schenectady, N . Y .
Howard F. Greene, Chicago, Ill.
Edward C. Hamrick, Winston-Salem, N . C.
Hosea M . Hantz, Cheyenne, Wyo.
Herbert E . Hetu, Sharon, Pa.
Roy E . Holcomb, Tulsa, Okla.
De Los L. Hopkins, Milwaukee, Wisc. 
Robert Lee Kane, Jr., Kansas City, Mo.
O. L . Kay McKibben, Pittsburgh, Pa. 
John P. Moran, New York, N . Y .
Thomas J .  Morgans, Jr., Sioux Falls, S. D. 
Raymond F. Ostrander, New York, N . Y . 
Richard N . Rigby, Boston, Mass.
C. B. Talley, Danville, Va.
T h e  C e r t i f i e d  P u b l i c  A c c o u n t a n t
Bulletin of the American Institute of Accountants
Staff Training
G R E A T  progress is being made in accountancy education in the 
colleges and universities, and this is a source o f much gratifica­
tion to practising certified public accountants. In addition to the 
formal courses o f the colleges, however, attention should be paid to 
the training o f staff men, who, even i f  they are college graduates, 
will be able to advance most rapidly if  they continue to receive 
organized instruction o f some sort. A  number o f firms, o f course, 
have for years arranged for lectures to their staff assistants— lec­
tures carefully planned to im part the most useful information in a 
minimum o f time. These firms are relatively few, however, and the 
extent o f the unsatisfied demand for this kind o f thing is em phati­
cally indicated b y the popularity o f the lecture and study groups 
recently organized in N ew  Y o rk  and Boston. I t  is significant that 
the In stitute ’s com m ittee on education has added to its program of 
activities for the coming year the d u ty  o f cooperating with account­
ing firms in staff educational projects. Perhaps the time will come 
when the accountancy profession will sponsor courses o f study de­
signed for employees, such as those offered by the Am erican Insti­
tute o f Banking and the N ational Credit Institute.
In view  o f the importance o f the subject it is disappointing that so 
few contestants have entered the essay contest for staff employees, 
sponsored b y  the Institute, on the subject o f “ Staff training.”  One 
hundred dollars, generously contributed b y  an individual member, 
will be distributed in prizes. T he contest will close O ctober 31st. 
D etails are published in the advertising section o f The Journal of  
Accountancy.
Com m unications on the general question o f staff training will be 
welcome. T his bulletin is intended to be a forum for exchange o f 
views on subjects o f importance to accountants, and few subjects 
are more im portant than this one.
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How the S.E.C. Affects Your Pocketbook
BY VICTOR H. STEMPF
WHEN thousands of bewildered people lost their shirts in the stock market in 1929, it was not surprising to hear the demand on many 
sides that something be done about it. The pocketbooks of thousands had 
been sorely affected.
In the horse and buggy days, citizens got together in the town meeting 
to talk over proposed reforms or improvements and to decide whether the 
cost was justified. Life is no longer so simple. Community of interests 
exists only within groups, and our population comprises many large groups 
whose interests differ, if they do not in fact conflict. So Uncle Sam tries to 
provide checks and balances which will maintain equilibrium between 
these many groups, by means of legislation which restricts the activities 
of some but affords real protection to the large majority.
Heeding the hue and cry of the investing public, Congress passed the 
securities and exchange acts in 1933 and 1934. The law says:
“ Such trading (in securities) is affected with a national public interest 
which makes it necessary to provide for the regulation and control . . . 
of matters related thereto . . .  in order to insure the maintenance of fair 
and honest markets.”
Is S u c h  R e g u l a t i o n  N e w ?
Years ago most of the states in the Union enacted so-called blue-sky 
laws seeking to curb the activities of fly-by-night promoters and over­
confident business men. All the large stock exchanges required the dis­
closure of the financial condition and earnings of companies. The figures 
gathered by these state commissions and exchanges were available, and 
those who bought securities intelligently depended upon such data. 
This material was, on the whole, reliable, adequate and satisfactory. How­
ever, many aspects of financial reporting and marketing practices have 
been severely criticized. Some of that criticism was justified. Much of it 
was based on hindsight. Such criticism ignored traditional methods and 
the faith in continuing prosperity which prevailed at the time.
How M a y  S e c u r i t i e s  L e g i s l a t i o n  P r o t e c t  
I n v e s t o r s ’  P o c k e t b o o k s ?
In theory it is very simple: First, demand the publication of all material 
facts which may influence one trading in securities. Second, provide real
N o t e .— This paper was presented b y M r. Stempf, a member o f the Institute, as an address over 
the Columbia Broadcasting System from station W A B C , August 1 1 th, under the auspices o f the 
N ew  York chapter o f the National Association o f C ost Accountants.
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punishment for misrepresentation or failure to disclose material facts. 
Third, require one accused to prove that he acted in good faith and had no 
knowledge that statements were false or misleading.
Running to extremes is a common human trait, and the innocent often 
suffer with the guilty in effecting reforms. This legislation bore down 
rather heavily upon all who had a hand in floating securities.
W h a t  Is M e a n t  b y  A l l  M a t e r i a l  F a c t s ?
Broadly speaking, anything that may affect the judgment of a prudent 
investor is a material fact. This is indeed a large order. Hence, strong agi­
tation continues to demand the amendment of the acts, to require only 
specified disclosures, be they ten or ten hundred. Where, critics ask, would 
one find the superman who could foresee all that might affect the judg­
ment of every prudent investor?
Fortunately, we have been blessed with a commission whose members 
realize the practical difficulties of financial reporting, and the regulations, 
rulings and decisions of the S.E.C. have created a reassuring body of 
precedents concerning fair disclosure of material facts. The commission, 
apparently, combats the theory of specified disclosures. They believe that 
such a policy would create inflexible standards, inapplicable in many 
cases. On the other hand, they believe such a policy would exclude dis­
closures manifestly material, although peculiar to other cases. It may be 
said sincerely that the suggestions made by the commission have sought 
to protect those subject to the penalties of the acts from deliberate or even 
innocent omission of important data.
W h a t  P e n a l t i e s  D o e s  t h e  L a w  P r o v i d e ?
It provides that an investor may recover damages for false or mis­
leading statements, or failure to disclose material facts. The amount of 
such damages is measured by the investor’s loss. In addition, penalties 
are imposed for violation of the provisions of the acts in the form of fines 
not exceeding $5,000 or imprisonment for not more than five years, or 
both. No one may quarrel with these penalties, justly administered. The 
one involves restitution, and the other relates to punishment. However, 
our basic law, as the layman understands it, considers a man innocent 
unless proven guilty. Under the securities and exchange acts he must prove 
himself innocent. The sponsors of the law seek to justify this radical de­
parture on the basis that the ancient legal principle, “ Let the buyer be­
ware”  should, in this enlightened day, be changed to: “ Let the seller 
beware.”
How D o e s  t h e  S.E.C. F u n c t i o n ?
There are five commissioners who devote their full time to that office, 
assisted by a large and competent staff of experts who have jurisdiction
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under both acts. The securities act relates to the conditions under which 
offerings of new securities may be made, while the securities exchange act 
deals with securities already outstanding and the things which must be 
done if continued trading in such securities, on licensed exchanges, is de­
sired. The latter law also regulates the operation of stock exchanges 
by empowering the S.E.C. to govern margin requirements, to limit the 
borrowing capacity of member brokers, and to prescribe rules preventing 
the unfair manipulation of security prices. These matters are highly im­
portant for the protection of investors, from the standpoint of preventing 
unsound speculation and distortion of stock market activity; but the av­
erage investor is more directly affected by the character of financial re­
porting and the adequate disclosure of material facts in documents which 
solicit the investment of funds.
If only Uncle Sam could say, “ This is a good investment,”  or better 
yet, guarantee that fact, everything would be perfect. Now, it must be 
emphasized that Uncle Sam does not insure private investments. These 
laws do not prescribe the kind of securities to be issued in a given case, nor 
place government approval on the merits of securities issued. The buyer 
must still think for himself. He is assured, however, of an abundance of 
reliable information from which to draw his conclusions, if he has the in­
telligence and patience to analyze the data given him.
D o e s  t h e  O r d i n a r y  I n v e s t o r  S t u d y  C o r p o r a t e  F i n a n c e  ?
Very few of the thousands who speculated in 1929 and earlier ever re­
ferred to the financial data filed with state commissions and stock ex­
changes, or tried to interpret published financial statements. Hearsay and 
hunch were their favorite guides. They might as well have risked their 
money on cards, keeno or craps. Critics ask: “ Are they not less apt to 
make use of the voluminous material now available in the S.E.C. reports ? ”  
The commission does not deny the logic of this conclusion, but replies 
that those who want it are now assured adequate information upon which 
to judge the merits of securities. Such data are available not alone in 
Washington, but also in S.E.C. branches in other large cities. Facsimile 
copies may be obtained at reasonable cost.
W h a t  I n f o r m a t io n  D o e s  t h e  I n v e s t o r  R e q u i r e ?
The value of a security is measured basically by the potential earning 
power of the resources back of it. What income are these resources likely 
to produce in the future? Is the industry gaining importance, or is it dy­
ing? What is the relative position of the particular company in the indus­
try? How do current economic trends affect the purchasing power of its 
potential customers? How will it be affected by competitive products? 
These are a few of the conditions which a shrewd investor must consider,
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entirely aside from the interpretation of financial reports. In business, as 
in all human enterprise, we have no better guide to the future than to in­
terpret the past.
W h a t  Is M e a n t  b y  F i n a n c i a l  R e p o r t i n g ?
Management keeps itself informed by means of summaries prepared 
from its accounting records. The two principal summaries are: (1) The 
balance-sheet, which is a concise statement presenting a classified list of 
what it owns and what it owes, and (2) the statement of operations, which 
is a related financial summary showing a classified list of the income and 
expenses which have produced a net profit or loss. Largely upon the basis 
of these two, management plans the future operation of the business; and 
it follows that these same statements serve a similar purpose to investors. 
There are other schedules which elaborate the totals expressed in the 
major statements, but time does not permit more description.
It is important that investors should understand clearly the general 
character of financial reports. Such reports seek to present facts; but the 
facts are expressions of opinion based on conventional practices of ac­
counting and valuation, involving estimate and judgment by those who 
prepare them. To gain a clearer comprehension of this subject, every in­
vestor should read the report published by the U. S. Department of Com­
merce entitled Reports to Stockholders.
Business is constantly moving and changing. So many dollars may be 
due from customers, but the total must be reduced by an estimate of 
losses. So many dollars may have been paid for equipment, but some one’s 
judgment of deterioration must be applied to express an accurate valua­
tion. So many dollars may have been spent in producing finished goods, 
but part of it may be unsalable and some one’s opinion must be applied to 
determine an equitable valuation. The objective is to present financial 
statements which show the picture fairly, and to do so recognized princi­
ples must be adhered to consistently.
These principles are not all fixed like weights and measures, but are 
flexible in many instances, to fit varying circumstances. This has not been 
clearly understood by the investing public. The S.E.C. renders a valuable 
service by requiring the accounting methods of companies to be ex­
plained, particularly when they involve departures from ordinary prac­
tice.
The securities and exchange acts involve huge expenditures— in S.E.C. 
administration, and in added cost of preparing financial reports. These 
costs must be borne by investors or by the entire population, either 
through increased operating expenses of the corporations or through di­
rect or indirect taxation. On the other hand, improvements in the form 
and substance of financial reporting are assured, and the pocketbooks of 
prospective investors, obviously, are protected by such improvements.
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I f  Uncle Sam succeeds in reducing the dangers of stock market manipu­
lation, if he makes investors conscious of the importance of careful inter­
pretation of financial statements, these laws may indeed prove a boon to 
the American public. The investor must do his part by being more delib­
erate, by studying the available S.E.C. material, and by developing dis­
crimination based on a knowledge of corporate finance.
Fiftieth Anniversary Celebration
C H AR LES R. G A Y , president of the New York Stock Exchange, has 
accepted an invitation to speak at the banquet which, on October 
21st, will bring to a conclusion the fiftieth anniversary celebration of the 
American Institute of Accountants. This virtually completes the program 
of what is to be the largest and most significant gathering of certified pub­
lic accountants in the history of the profession. Interest will be added to 
the occasion by the presence of many foreign guests and leaders in profes­
sional and business fields which are closely allied to public accounting.
A t t e n d a n c e
An attendance of more than 2,000 is expected. Already more than 1,200 
members of the Institute and others have indicated that they will be 
present. All who expect to attend but have not yet so advised the secretary 
are urgently requested to do so, in order that the committee in charge of 
arrangements may have a reasonably accurate estimate of the number of 
persons to be accommodated.
H o t e l  R a t e s
Headquarters of the meeting will be at the Waldorf-Astoria, and this 
hotel has offered the following preferential daily rates to members and 
guests during the period of the meeting:
Single rooms......................................$5, $6, $7
Twin-bedded rooms......................... $8, $9, $10
Reservations should be made by writing direct to:
Mr. Joseph Bowling 
The Waldorf-Astoria 
New York, N. Y .
R a i l r o a d  F a r e s
Since general reduction in all railroad passenger rates a little more than 
a year ago, railroad companies have discontinued the practice of offering 
special convention fares. The following rates are in effect:
2¢ a mile in coaches
3¢ a mile in Pullman cars, plus cost of Pullman accommodations occupied
It is suggested that members inquire of their local railroad agents in ad­
vance whether or not there will be round-trip fares in effect to New York 
or to any intermediate point which would make a saving possible.
7
8 The Certified Public Accountant
R e g i s t r a t i o n
Registration will begin at noon on Sunday, October 17th. The fees have 
been fixed at $15 for men and $10 for ladies, covering the dinner dance, 
banquet and other features. Those registering will receive a booklet which 
will include not only the complete program of the celebration, with tickets 
for the various special events, but also a comprehensive visitor’s guide to 
the city of New York. Because of the large attendance expected only 
those registered can be admitted to any of the general sessions or round­
table discussions.
A t four o’clock on Sunday afternoon those who have arrived early will 
be entertained informally.
P r o g r a m
Registration will begin again on Monday, October 18th, at 9:00 a .m . 
A t 9:30 the council of the Institute will meet in executive session. At 
2:00 p .m . the Advisory Council of State Society Presidents will hold its 
annual meeting, and members and guests of the Institute are invited to 
be present.
A t 10:00 a .m . on Monday the exhibition of accounting machinery will 
be opened for inspection. This exhibition will remain open between the 
hours of 10:00 a .m . and 6:00 p .m . from October 18th through October 
21st.
On Monday also the New York State Society of Certified Public Ac­
countants will hold a special meeting, to which members of the Institute 
and their guests are invited. A t the morning session, beginning at eleven 
o’clock, there will be discussion of “ Economics of machine accounting,” 
led by the committee on accounting machinery, J. Andrew Crafts, chair­
man. In the afternoon, beginning at two o’clock, there will be an address 
on the subject, “ Recent developments in budgetary control,”  by Edmond
S. LaRose, assistant controller, Bausch and Lomb Optical Company.
The New York society will be host to members of the Institute and 
others at a reception and cocktail party which will begin at 5:3 0  p .m . and 
continue until 7:00 p .m .
The first general session of the meeting will be held on the morning of 
Tuesday, October 19th, starting promptly at nine o’clock. Robert H. 
Montgomery, president, will occupy the chair. There will be addresses of 
welcome and then Colonel Montgomery will make his address as presi­
dent.
Raymond Moley, editor of News Week magazine, professor of public law 
at Columbia University and former Assistant Secretary of State, will be 
the guest speaker at this session.
Representatives of foreign accounting associations will then be intro­
duced and may extend greetings from their respective societies.
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It is expected that this session will close shortly after noon. The re­
mainder of the day will be devoted to round-table discussions and to a 
meeting of representatives of state accountancy boards, following a lunch­
eon beginning at 12:30 p .m ., at which they will be guests of the New York 
State Board of Certified Public Accountant Examiners.
The fo l lo w in g  d is c u s s io n  g ro u p s  w i l l  meet at 2:30 p .m . :
“ Developments in accounting theory and practice since 1929,”
Led by Rodney F. Starkey, of New York.
“ Reorganizations under the revenue act,”
Led by Joseph J. Klein, of New York.
“ Accountants’ certificates,”
Led by James H. Wren, of New York.
Arrangements are now being made so that on the afternoon of this 
day members may, as entertainment, go on a special tour of the “ Queen 
M ary”  or on a sightseeing tour of New York by bus, both beginning at 
two o’clock. A t 8:00 p .m . there will be a dinner dance in the grand ball­
room of the Waldorf-Astoria, during which professional entertainers will 
appear.
Wednesday, October 20th, has been left largely free for entertainment, 
though round-table discussions will be in progress both morning and after­
noon for those who care to attend. The following sessions will be held:
1 0 :0 0  A.M.
“ Pricing product under the Robinson-Patman act,”
Led by E. B. George, of Dun & Bradstreet, Inc., New York.
“ Inventory— what is the lower of cost or market?”
Led by Maurice E. Peloubet, of New York.
“ Practice problems of accountants in connection with registration 
statements,”
Led by Homer N. Sweet, of Boston.
2:00 P.M.
“ Accounts of governmental bodies,”
Led by George P. Ellis, of Chicago.
“ Education for the accountant,”
Led by Jacob B. Taylor, of Columbus, Ohio.
“ Aptitude tests for staff accountants,”
Led by Johnson O’Connor, Stevens Institute of Technology, 
Hoboken, New Jersey.
“ To what extent can the practice of accounting be reduced to rules 
and standards?”
Led by Charles B. Couchman, of New York.
G o l f
The annual golf tournament of the Institute, in which teams represent­
ing state accounting societies and chapters compete for possession of the
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Missouri golf trophy, will be held on Wednesday at the Baltusrol Golf 
Club, Short Hills, New Jersey. Announcement of the details of this tour­
nament has been made in special communications to the secretaries of all 
state societies. The entry fee has been fixed at $5 for each player and will 
cover cost of greens fee and luncheon, but will not include caddy fee or 
transportation from and to New York. Cars will be available to carry to 
the club those members who may not have other means of transportation.
E n t e r t a in m e n t
Those not caring to participate in the golf tournament will have an op­
tion of entertainment on Wednesday. Arrangements have been made for 
a sightseeing tour by bus and attempts are being made to arrange an air­
plane flight over New York, both starting at 10:00 a .m . In the afternoon, 
beginning at one o’clock, members may travel by bus to West Point, 
traveling up one side of the Hudson and down the other, crossing the 
George Washington and Bear Mountain bridges. Arrangements have 
been made with the Hayden Planetarium by which Leo Mattersdorf, a 
member of the Institute and an amateur astronomer, will give a lecture 
with the assistance of a trained instrument operator, beginning at 9:15
P.M.
H i s t o r i c a l  P a p e r s
On Thursday the general session will reconvene at 10:00 a .m . to hear 
technical and historical papers presented by members of the profession. 
Charles F. Rittenhouse, of Boston, vice-president, will occupy the chair. 
A t the morning session Norman E. Webster, of New York, will speak on 
the subject, “ Public accountancy in the United States,”  and Norman L. 
McLaren, of San Francisco, will discuss “ The relationship between ac­
counting and taxation in the United States.”  In the afternoon, beginning 
at two o’clock, with Edwin H. Wagner, of St. Louis, vice-president, in 
the chair, Andrew Stewart, of New York, will make an address entitled 
“ A  history of the relations between the accounting profession and regula­
tory bodies in the United States.”
A t 3:00 p .m . prizes won in the golf tournament will be presented by 
W. D. McGregor, of New York, chairman of the golf committee.
B a n q u e t
The celebration will reach its climax at a banquet to be held at 8:00 
p .m ., Thursday, October 21st. Clem W. Collins, president-nominate of the 
Institute, will act as toastmaster and, as announced, Charles R. Gay, 
president of the New York Stock Exchange, will deliver an address. 
The Institute will hold its annual meeting for the election of officers 
and transaction of other business on Friday, October 22nd, beginning at
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9 :30  a.m . A t  2:00 p.m. o f th a t d a y  the council o f  the In stitu te  w ill m eet in  
exe cu tive  session.
F i n a l  D a y
A rran gem en ts are bein g m ade for the en tertain m en t o f  those w h o re­
m ain in N e w  Y o r k  through F rid a y . A t  4:00 p .m . m em bers and gu ests are  
in v ite d  to tea a t the college o f  a cco u n ta n cy  o f  C o lu m b ia  U n iv e rsity . T h ere  
th e y  w ill h a ve  o p p o rtu n ity  to in sp ect the offices and acco u n tin g room s 
and laboratories, as well as an exh ib it o f  old accou n tin g books o f  the M o n t­
go m e ry collection. A  lim ited num ber o f  tick e ts  to the broadcast o f  the  
C itie s Service hour from the N B C  studios in the R C A  buildin g, R o c k e ­
feller C en ter, w ill be available. T ic k e ts  for this e v e n t w ill be d istrib u ted  
a t the inform ation desk w hile th e y  last.
American Institute of Accountants
Effect of Undistributed-Profits Tax
During recent weeks the Institute 
has assisted Dun & Bradstreet, Inc., in 
obtaining data for a study of the effect 
upon business of the undistributed- 
profits tax. That study has now been 
completed, and the Institute will soon 
mail to each member and associate a 
complimentary copy of the Dun & 
Bradstreet survey.
Souvenir Book of Fiftieth 
Anniversary Celebration
Every person who registers for the 
celebration of the fiftieth anniversary 
of the Institute will receive as a souve­
nir a book containing the complete 
proceedings of the meeting, as soon 
as the material can be assembled and 
published.
The volume will be an historical 
document of great interest for, in addi­
tion to a transcript of the proceedings, 
it will include the full text of all papers 
presented, several of which trace the 
development of professional accounting 
in this country and its relations with 
government, industry and other pro­
fessions. The book will also sketch the 
50-year history of the American Insti­
tute of Accountants. Such data as 
can be found regarding the passage 
of the first certified public accountant 
laws in each state and the organization 
of state accounting societies will be 
presented. The volume will contain a 
list of all who attend the meeting.
Revenue Act of 1937
Immediately upon introduction of 
the bill which has since become the 
revenue act of 1937, Victor H. Stempf, 
chairman of the Institute’s committee 
on Federal taxation, communicated 
with Roswell Magill, Under-secretary 
of the Treasury, calling attention to 
possible inequitable features of the pro­
vision requiring the filing of information 
returns by public accountants. Wayne C. 
Taylor, Acting Secretary of the Treas­
ury, stated in reply that there was no 
desire to impose unnecessary burdens 
upon accounting practitioners but indi­
cated that, in the opinion of the Treas­
ury Department, the provisions in 
question would be necessary for proper 
administration of the proposed law. 
Following are Mr. Stempf’s letter and 
Mr. Taylor’s reply:
R o s w e l l  M a g i l l  
Under-Secretary of the Treasury
Dear Sir:
H.R. 8234, introduced in the House 
on August 13, 1937, includes provisions 
for returns as to formation, etc., of 
foreign corporations which affect the 
accounting profession vitally. While 
the profession will strive to observe 
meticulously the requirements of the 
law, if enacted, it seems important to 
point out that the present language of 
the act is too broad to serve as a reason­
able basis for the determination of the 
limitations of an accountant’s responsi­
bility in such matters.
Accountants serve many clients;
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some regularly and some casually. 
Even in cases of regular clients, discus­
sions of the desirability of forming 
foreign corporations may take place at 
sporadic intervals and the accountant’s 
knowledge of the taxpayer’s action may 
cease there. Months later, in connection 
with the examination of the financial 
statements of such client he may learn 
for the first time that a foreign corpora­
tion has been formed. In cases of casual 
clients he may never know. Therefore, 
it is impracticable to establish a thirty- 
day rule for accountants and inequit­
able to inflict a related penalty regard­
ing such matters.
The preparation of documents inci­
dent to the formation of corporations is 
outside the province of accountants. 
Such work is obviously the prerogative 
of attorneys. The accountant’s services 
never go beyond advice in such mat­
ters, and he is, therefore, never in a key 
position regarding actions of this sort.
The act as it now reads may be inter­
preted to require reports of casual dis­
cussions relative to contemplated for­
eign corporations whether eventually 
formed or not. Such conversations may 
be resumed periodically without any 
action following. Would it not be futile 
and unreasonable to require reports in 
such cases?
Where is the borderline between mere 
conversation and advice ? Is advice ever 
material unless compensated?
In conclusion, the position of in­
former is repugnant to our national 
temperament and particularly so to the 
members of an honorable profession. 
It would seem that provisions requiring 
such information to be filed by those 
directly concerned, the officers, direct­
ors, stockholders and attorneys of such 
corporations, should suffice, without 
resorting to reports of indirect inform­
ants which in the final analysis may 
stultify the accounting profession and 
prove ineffectual.
Yours truly,
V ictor H. S t e m p f ,
Chairman, Committee on Federal 
Taxation
V ictor  H. S t e m p f , Chairman, 
Committee on Federal Taxation 
American Institute of Accountants
Dear Sir:
Receipt is acknowledged of your 
letter of August 16, 1937, relative to 
the provisions of H.R. 8234 with re­
spect to information returns on the 
formation, etc., of foreign corporations, 
as they affect members of the account­
ing profession. I sincerely appreciate 
your comments with respect to this 
matter and the special problems which 
this statutory requirement may create 
for accountants.
You will appreciate that there is no 
desire on the part of Congress or the 
Department to impose unnecessary 
burdens upon persons engaged in the 
practice of accountancy. On the other 
hand, the Congress was confronted 
with an extremely difficult practical 
situation. The legislation is directed, of 
course, primarily at foreign personal 
holding companies, virtually all of 
which are formed chiefly for the pur­
pose of evasion or avoidance of income 
taxes. After full consideration, however, 
it was deemed impracticable to limit 
the requirement of returns to such 
companies, since under the provisions 
of the bill it cannot be finally deter­
mined until the end of the foreign 
corporation’s taxable years whether or 
not they are foreign personal holding 
companies.
There has been a rapid increase dur­
ing the past two years in the number of 
spurious foreign corporations formed 
by Americans seeking to escape the 
share of the tax burden Congress in­
tends they should bear. The Treasury 
Department has encountered well-nigh 
insuperable difficulties not only in 
locating and identifying these corpora­
tions but in procuring the information 
necessary to enforce the revenue laws 
against them. The new plan of taxation 
of the undistributed income of such 
companies to their American share­
holders, contained in title II of H.R. 
8234, also depends for its successful
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execution upon the procurement of 
this essential information. It is impor­
tant that no source of information re­
garding these companies should be dis­
regarded if the drive against them is to 
be successful.
No practicable concrete alternative 
to the broad language of H.R. 8234 
was suggested to the committees during 
their consideration of the bill. But the 
penalties provided only apply to wilful 
failure to comply with the requirements 
of the law. I do not believe that any 
one to whom its terms applies, who 
endeavors in good faith to comply with 
the law and the regulations to be 
promulgated under it, need have any 
fear that the penalty for non-compli­
ance will be invoked against him.
Yours truly,
W a y n e  C . T a y l o r , 
Acting Secretary of the Treasury
Refunds of Capital-Stock and 
Excess-Profits Taxes
Members of the Institute have 
pointed out that a number of tax serv­
ices and attorneys are suggesting that 
claims for refund of Federal capital- 
stock taxes and excess-profits taxes 
should be filed as a precautionary meas­
ure due to the bare possibility that 
these taxes may be declared unconsti­
tutional. These opinions are based 
upon the case of the Oertel Company vs. 
Glenn Collector, decided by the United 
States district court for the western 
district of Kentucky on February 10,
19 3 6.
This case did not involve the con­
stitutionality of the Federal capital- 
stock tax, but concerned itself with the 
question of the right of a corporation 
to file an amended return before the 
extended due date for filing the capital- 
stock-tax return. The court held that 
an erroneous original declared value 
could be corrected by filing an amended 
return before an excess-profits-tax re­
turn is due. In its decision the court 
implied that the tax might be uncon­
stitutional, and there may be litigation 
testing the constitutionality of the 
law.
This subject has had broad publicity 
during recent months, and probably 
most members of the Institute who are 
concerned with tax matters are fa­
miliar with the situation and have dis­
cussed it with their legal advisers. The 
Oertel case is now in appeal before 
the circuit court of appeals and 
opinion differs as to the probable 
outcome.
Final Vote on Proposed Changes 
in By-laws
The president’s questionnaire on pro­
posals to change the name of the Insti­
tute and the method of electing the 
council, submitted to all members on 
May 15th, evoked a total of 1,155 
replies, only a few more than those 
announced in T he C e rt ifie d  P u blic  
A ccountant for July. On page 15 of 
this bulletin appears an analysis of the 
replies by states.
Much less than a majority of mem­
bers voted at all. Of those who did vote, 
a small majority favored some change 
in the name of the organization and 
a heavy majority favored retaining 
the present method of electing the 
council.
A majority of members in 24 states 
voted in favor of the change of name, 
while in 17 states a majority favored 
retention of the present name. The vote 
was tied in five states, and in only 12 
was there a heavy majority either for 
or against the change. Among the more 
populous states, California, Michigan, 
New Jersey, New York and Pennsyl­
vania returned a majority for the 
change, and Illinois, Massachusetts, 
Missouri, Ohio and Texas against.
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R e su l t s  of  Q u e stio n n aire  on C h an ge  of  N am e  
an d  R e g io n al  R e pr e se n t at io n
Change of Name Regional Representation
Number Favor
Favor
Present n ot Favor
Favor
Present Not
State Voting Change Name Interested Change Method Interested
Alabama.............................. 7 2 3 2  2 2 3
Arizona................................. 7 4 3 O O 2 5
Arkansas.............................. 7 3 4 O 2 5 0
California............................. 94 52 39 3 17 57 20
Colorado.............................. 14 8 6 0 5 8 1
Connecticut......................... 17 1 1 4 2 1 1 2 4
Dist. of Columbia............... 2 4 14 9 1 8 I I 5
Florida................................. 1 2 4 8 0  0 9 3
Georgia................................ 14 6 6 2 5 8 1
Idaho.................................... 2 1 1 0  0 1 1
Illinois.................................. 9 2 4 1 47 4 1 1 6 1 20
Indiana................................ 2 6 1 1 15 0  3 2 1 2
Iowa..................................... 1 2 7 5 0  4 6 2
Kansas................................. 5 1 3 1 1 2 2
Kentucky............................. 7 5 2 0 3 2 2
Louisiana............................. 1 7 1 1 6 0  8 7 2
Maryland............................. 17 8 9 0  4 1 1 2
Massachusetts..................... 52 23 28 1 1 37 14
Michigan.............................. 32 25 7 0  9 1 9 4
Minnesota............................ 1 1 5 6 0  1 8 2
Mississippi........................... 4 2 1 1 1 3 0
39 18 2 1 0  1 34 4
Montana.............................. 7 0 6 1 0 6 1
Nebraska............................. 7 4 3 0  1 3 3
Nevada................................. 1 1 0 0  1 0 0
New Hampshire.................. 2 1 1 0  1 1 0
New Jersey.......................... 30 18 1 1 1 2 23 5
New Mexico........................ 3 2 1 O O 2 1
New York............................ 26 9 151 10 1 1 7  22 18 2 65
North Carolina.................... 15 13 2 0  4 9 2
41 17 2 2 2  6 2 9 6
Oklahoma............................ 2 4 6 17 1 9 14 1
Oregon................................. 10 6 4 0  1 9 0
Pennsylvania....................... 88 6 4 20 4 9 6 1 18
Rhode Island....................... 5 4 1 0  0 3 2
South Carolina.................... 4 1 3 0  0 4 0
20 5 13 2 5 7 8
35 10 22 3 7 17 11
Utah..................................... 4 2 2 0  1 2 1
2 1 1 0  0 2 0
1 6 12 4 0 5 9 2
Washington......................... 2 1 10 6 5 2 14 5
West Virginia...................... 8 5 1 2 1 3 4
15 10 4 1 2 10 3
2 2 0 0  2 0 0
U. S. possessions and for-
14 5 6 3 0 7 7
1,155 6 1 2 4 8 4 59 168 743 2 4 4
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Guest Speakers at Fiftieth 
Anniversary Celebration
Four distinguished guests will be 
among the speakers at the celebration 
of the fiftieth anniversary of the Insti­
tute. Raymond Moley, former Assist­
ant Secretary of State, will speak at 
the first general session on October 
19th. Charles R. Gay, president of the 
New York Stock Exchange, will make 
an address at the banquet on October 
21st. Johnson O’Connor, of Stevens 
Institute of Technology, will lead a 
round-table discussion on “ Aptitude 
tests for staff accountants” on Oc­
tober 20th, and on the same day E. B. 
George, of Dun & Bradstreet, will lead 
discussion of the topic, “ Pricing prod­
uct under the Robinson-Patman act.”
Following is a brief summary of the 
principal activities of these men:
R aym o n d  M o ley
M r. M oley, long recognized as an 
authority in the fields o f public law and 
criminal justice, came prominently be­
fore the public when he was appointed 
Assistant Secretary o f State in 1933.
Who's Who in America relates that 
he was born in Berea, Ohio, in 1886, 
and attended Baldwin-Wallace Col­
lege where he was graduated with the 
Ph.B. degree. He pursued graduate 
studies at Oberlin College and Co­
lumbia University.
In 1906 Mr. Moley became super­
intendent of schools at Olmstead Falls, 
Ohio, and, with the exception of the 
years 1916-1919 when he was director 
of the Cleveland Foundation, has been 
continuously engaged in the teaching 
profession. Since 1928 he has been pro­
fessor of public law at Columbia Uni­
versity.
When he retired as Assistant Secre­
tary of State, Mr. Moley became editor 
of Today magazine and served as editor
of News Week magazine when that 
publication was merged with Today.
Mr. Moley was research director of 
the New York State Crime Commis­
sion in 1926-1927, and served as con­
sultant in the crime surveys of Illinois, 
Pennsylvania and Virginia. Since 1931 
he has been a member and research 
director of the New York State Com­
mission on Administration of Justice. 
He is the author of many books and 
magazine articles on politics and crimi­
nal justice.
C h a r le s  R. G a y
Mr. Gay is president of the New 
York Stock Exchange and has been a 
member of the exchange for 26 years. 
He is the senior partner of Whitehouse 
& Co., one of the oldest firms in Wall 
street, tracing its history back more 
than 100 years. For 12 years prior to 
his election to the presidency, Mr. Gay 
was a governor of the exchange and 
served on several of its important com­
mittees.
Mr. Gay still lives in Brooklyn, 
where he was born in 1875. was 
educated in the public schools and the 
Brooklyn Polytechnic Institute. His 
early business experience was in the 
insurance field, the wholesale coal busi­
ness and banking. He became a mem­
ber of the stock exchange in 1911.
Aside from business, Mr. Gay has 
many interests. He is active in com­
munity and church affairs. He is a 
director of the City Savings Bank of 
Brooklyn, a trustee of the Young 
Men’s Christian Association, a trustee 
of the Methodist Episcopal Hospital 
and a director of the Brooklyn Associa­
tion for Improving the Condition of 
the Poor. By way of recreation, he has 
a keen interest in gardening and in 
amateur photography. He is fond of 
music and is a frequent attendant at 
symphony concerts. His clubs are the
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Huntington Country, Crescent-Hamil­
ton, Brooklyn and Metropolitan Club 
of New York City.
J ohnson  O ’C onnor
Mr. O’Connor is principally known 
for his work in the field of vocational 
psychology and has been a leader in the 
rapid development of aptitude tests 
now so widely used in industry.
He is a native of Chicago, and re­
ceived his preparatory education at the 
John Dewey school in that city, ac­
cording to Who's Who in America. He 
attended Harvard University, where 
he received the A.B. and M.A. degrees. 
While still an undergraduate, he was 
engaged in astronomical and mathe­
matical research with Percival Lowell, 
an association which continued until 
1918. For two years then he was en­
gaged in metallurgical research with 
the American Steel and Wire Company, 
and later in electrical engineering with 
the General Electric Company.
In 1922 he organized the Human En­
gineering Laboratory for the General 
Electric Company, to study the quali­
fications of applicants and new em­
ployees. More recently he organized the 
Human Engineering Laboratory at 
Stevens Institute of Technology, at 
Hoboken, N. J., and at Boston, and has 
served continuously as director of these 
institutions. He also serves as professor 
and director of psychological studies at 
Stevens Institute. From 1931 to 1934 
he was, successively, lecturer in psy­
chology and assistant professor of psy­
chology at Massachusetts Institute of 
Technology.
Mr. O’Connor is the author of a book 
entitled Bom That Way and of a num­
ber of brochures describing measurable 
characteristics of, among others, execu­
tives, engineers, lawyers, salesmen and 
physicians.
E d w in  B. G eorge
Mr. George, now associated with 
Dun & Bradstreet, Inc., as economist, 
has a background which qualifies him 
well to conduct discussion of the effect 
of the Robinson-Patman act.
A graduate of the University of 
Pittsburgh with the A.B. degree, 1917, 
he pursued post-graduate studies at 
Georgetown University and has served 
as instructor in economics at Temple 
University.
Early in his career Mr. George 
entered the government service. He was 
for a while associated with the United 
States Department of Commerce as 
trade commissioner to the Philippine 
Islands, British India, Dutch East 
India and China. Following that, he 
was made manager of the Philadelphia 
office of the Department of Commerce 
and later chief of the domestic com­
merce division. Under the National 
Recovery Administration, he served on 
the industrial advisory board and as a 
member of the policy advisory group 
and, finally, as executive secretary of 
the advisory council.
He is the author of a number of 
treatises dealing with government reg­
ulation of business, among them The 
Federal Trade Commission Decision in 
the Goodyear Case and Economic Specu­
lations on the Robinson-Patman Act. He 
is co-author of Check List of Possible 
Effects of the Robinson-Patman Act, Busi­
ness Regulation by Judicial Decree and 
An Appraisal of the Undistributed Profits 
Tax. In addition, Mr. George has writ­
ten extensively on markets for American 
commodities and on foreign affairs and 
finance.
Recently, in collaboration with Wil­
lard L. Thorp, director of economic re­
search, Dun & Bradstreet, Inc., he has 
been engaged in a comprehensive study 
of the principles and effects of the un­
distributed profits tax.
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Ladies’ Entertainment
A complete program of entertain­
ment for ladies at the celebration of the 
Institute’s fiftieth anniversary was 
published in the August issue of the bul­
letin, and a program has been mailed to 
members for the information of their 
wives and other guests.
Foreign Guests at Fiftieth 
Anniversary Celebration
As this bulletin|goes to press repre­
sentatives of 12 societies of independent 
accountants in foreign lands have indi­
cated that they will attend the fiftieth 
anniversary celebration of the Institute. 
Even though there has not been suffi­
cient time to receive responses from all 
invitations issued, it is apparent that 
more than 40 foreign guests will be 
present. This will constitute one of the 
largest and most representative groups 
of accounting practitioners from other 
lands ever to visit this country.
The Institute of Chartered Account­
ants in England and Wales will be rep­
resented by its president, Roger N. 
Carter, its secretary, R. W. Bankes, and
A. E. Cutforth, H. L. H. Hill, Lawrence 
Robson and others. Mr. Carter will 
speak briefly at the first session on be­
half of the foreign guests.
The Society of Incorporated Ac­
countants and Auditors is sending a 
distinguished delegation to the meet­
ing. Among others will be: Walter Hol­
man, president; A. A. Garrett, secre­
tary; C. Hewetson Nelson, senior past 
president of the society; Arthur Collins 
and Sir Thomas Keens.
Thomas Goodall, president of the 
London Association of Certified Ac­
countants, J. C. Latham, secretary, and 
John M. Biggar, past president of the 
association, will attend.
The Society of Accountants in Edin­
burgh will be represented by William 
Annan.
Matthew Mitchell, president of the 
Institute of Accountants and Actuaries 
in Glasgow, and James A. Gordon, a 
member of that institute, also have 
accepted invitations.
Word has been received that there 
will be a representative of the Corpora­
tion of Accountants, Ltd., a Scottish 
association, at the Institute’s celebra­
tion.
The Institute of Chartered Account­
ants in Ireland will be represented by 
its president, G. Brock.
Alfredo Chavero, president of the 
Institute of Certified Public Account­
ants of Mexico, Roberto Casas Ala­
triste, a past president, and Alejandro 
Prieto, secretary of the institute, will 
represent the accounting profession of 
Mexico. Messrs. Chavero and Alatriste 
have attended other meetings of the 
Institute and are well known to Amer­
ican accountants.
The Dominion Association of Char­
tered Accountants will be well repre­
sented at the celebration. Frank A. 
Nightingale, of Halifax, newly elected 
president of the association, will be 
present. George E. Winter, past presi­
dent, has tentatively accepted an in­
vitation, and Austin H. Carr, secretary, 
and other members are definitely plan­
ning to attend.
The Institute of Chartered Account­
ants of Nova Scotia will be represented 
by Harvey E. Crowell, and possibly by 
others.
E. A. Seburn and E. T. Sudbury, 
president and secretary, respectively, 
of the Certified Public Accountants 
Association of Ontario, will attend.
The accounting profession in Holland 
will be represented by E. van Dien. Dr. 
Walram Schiffman will be among the 
Institute’s guests from Germany.
The Commonwealth Institute of Ac­
countants will be represented by A. S. 
Hawley, of Sydney, New South Wales.
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Annual Meeting of Tennessee 
Society
Robert H. Montgomery, president 
of the Institute, attended the annual 
meeting of the Tennessee Society of 
Certified Public Accountants, held on 
August 27th and 28th at Nashville, 
and made an address in which he 
spoke with concern of the unbalanced 
budget of the Federal government.
At a luncheon on August 27th, 
Colonel Montgomery warned that fail­
ure to balance the national budget may 
lead to higher taxes, inflation or possi­
bly repudiation. He urged that business 
men assume a “ logical view” of the 
question and reconcile themselves to 
higher taxes, which, he said, would be 
“ the only honest way of balancing the 
budget.”
A more complete report of the meet­
ing of the Tennessee society will be 
given in a subsequent bulletin.
Cooperation with Credit Men
The National Association of Credit 
Men has appointed a committee of 
eight members to cooperate with a 
committee of the Institute in the de­
velopment of closer relations between 
credit men and accountants throughout 
the country. In the last issue of this 
bulletin the personnel of the Institute’s 
committee was announced and the 
plan of cooperation was described in 
general terms.
The following are the members of 
the committee of credit men:
E. W. Shepard, New York, chairman 
Howard S. Almy, Pawtucket, R. I. 
Robert E. Cole, Dallas, Texas 
E. W. Hillman, Columbus, Ohio 
P. A. Hoyt, Oakland, Calif.
L. W. Lyons, East Pittsburgh, Pa.
W. S. Murtfeldt, Cleveland, Ohio 
Forrest Walden, Salt Lake City, Utah
On August 23rd William R. Donald­
son, of New York, chairman of the
Institute’s committee, and John L. 
Carey, secretary, met for luncheon 
with Mr. Shepard and David Weir, 
assistant executive manager of the Na­
tional Association of Credit Men. It 
was decided tentatively at this meeting 
that the program of cooperation might 
include the following activities:
1. In cities in which members of both 
committees reside they should meet at 
the first opportunity, and forward to 
the committee chairman any sugges­
tions which may arise in their con­
versation.
2. In cities where members of two 
committees reside (and later in other 
cities) plans should be commenced to 
arrange joint meetings of the local 
credit men’s associations and the state 
societies of certified public accountants, 
and the programs for such meetings be 
arranged in advance by members of the 
two committees. It was suggested that 
the topics of discussion be broad and 
elastic, such as what the credit man 
expects from the accountant, what the 
accountant expects from the credit 
man, improvement in accounting pro­
cedure of small businesses, to what 
extent can financial statements ap­
proach uniformity?
3. Any important questions arising 
in these local meetings should be re­
ferred to the national committees for 
further study and consideration.
4. Questions arising at local meetings 
or from other sources might be the 
basis for articles or comment in the 
publications of the Association and of 
the Institute.
5. Questions and answers at local 
discussions might be made the basis of 
articles to be submitted to trade pub­
lications in an effort to improve the 
accounting procedure and reports of 
small business men.
6. The Institute might provide lec­
turers for the classes conducted by 
local branches of the National Institute 
of Credit, on such subjects as “ Analysis 
of financial statements.”
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Scholarship Awards
The Elijah Watt Sells medals for 
scholarship will be presented to the 
winning candidates at the meeting of 
state accountancy examiners to be held 
on October 19th, in conjunction with 
the celebration of the fiftieth anniver­
sary of the Institute.
The scholarship awards were estab­
lished 15 years ago in honor of the late 
Elijah Watt Sells, a pioneer in the pro­
fession and at one time president of the 
American Association of Public Ac­
countants, predecessor of the Institute. 
Gold and silver medals are awarded 
to the two candidates who receive high­
est and next highest grades in the 
standard examinations given twice a 
year in states which have adopted the 
Institute’s plan of cooperation.
The winners at the November, 1936, 
examinations were: Thomas P. Mor­
gan, of Los Angeles, California, first, 
and Philip Field, of Berkeley, Califor­
nia, second. At the May, 1937, sessions 
the winners were: Max A. Saunders, of 
Alvadore, Oregon, first, and Albert J. 
Henke, of Portland, Oregon, second.
All four of the winning candidates 
have been invited to attend the cele­
bration of the fiftieth anniversary of 
the Institute and receive the medals in 
person. Mr. Morgan and Mr. Field 
have definitely accepted. It is expected 
that Mr. Saunders will be present, 
though Mr. Henke has found it neces­
sary to decline.
It is interesting to note that in each 
of the examinations the winners were 
residents of the same state. Further­
more, the Institute has learned, Mr. 
Saunders and Mr. Henke, winners in 
the May, 1937, examinations, were 
classmates in the C.P.A. problems 
course conducted during 1936-1937 
at the University of Oregon by Pro­
fessor C. L. Kelly.
Golf Tournament
As announced in the August bulletin, 
the annual golf tournament for pos­
session of the Missouri golf trophy will 
be held on October 20th during the 
celebration of the Institute’s fiftieth 
anniversary. The competition, accord­
ing to the rules, will be between teams 
representing the various state societies. 
The main competition will be played 
at Baltusrol Golf Club, Short Hills, 
New Jersey. The entry fee for the tour­
nament has been fixed at $5 for each 
player.
Tennis Tournament
The Missouri tennis trophy, pre­
sented to the Institute by the Missouri 
Society of Certified Public Account­
ants, will be the object of competition 
for the first time, in a tournament held 
among teams representing state so­
cieties, during the fiftieth anniversary 
celebration of the Institute. The New 
York, New Jersey and Pennsylvania 
societies have indicated that they will 
enter teams in the contest.
The rules for the tournament pro­
vide that competing teams shall con­
sist of two, three or four members and 
that the matches shall consist of two 
singles matches of three sets each and 
one doubles match of three sets. 
Either or both singles players may com­
pete in the doubles match, but no one 
player may compete in both singles 
matches.
The finals will be played during the 
week of the meeting at a club to be 
selected by the subcommittee in charge 
of arrangements, headed by Armand 
Bruneau, of New York, chairman. 
Other societies planning to enter the 
contest are requested to notify the 
secretary of the Institute immedi­
ately.
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Annual Meeting of Dominion 
Association
The American Institute of Account­
ants was officially represented by Ed­
win H. Wagner, of St. Louis, vice- 
president, at the 35th annual meeting of 
the Dominion Association of Chartered 
Accountants, held at Vancouver, Au­
gust 16th to 20th. Mr. Wagner made 
an address in which he discussed prob­
lems of the profession in the United 
States and extended to all members 
of the Canadian association an invita­
tion to attend the celebration of the 
fiftieth anniversary of the Institute.
Officers for 1937-1938 elected at 
the meeting are as follows:
President: Frank A. Nightingale, Hali­
fax, Nova Scotia 
Vice-president: William E. Hodge, 
Moose Jaw, Saskatchewan 
Chairman, finance committee: Albert E.
Nash, Toronto 
Chairman, legislation committee: Ken­
neth W. Dalglish, Montreal 
Secretary-treasurer: Austin H. Carr, 
Toronto
James M. McConahey, of Seattle, 
attended the Canadian meeting as a 
representative of the Washington So­
ciety of Certified Public Accountants.
August 16th and 17th were largely 
devoted to meetings of the council and 
executive committee of the association. 
The first general session was held on 
the morning of August 18th when 
reports of committees and constituent 
societies were rendered and George E. 
Winter, of Vancouver, retiring presi­
dent, made his annual address.
There were two formal papers, in 
addition to that of Mr. Wagner, pre­
sented at sessions held on August 19th. 
Kriss A. Mapp, of Toronto, discussed 
the subject, “ Educating our students 
— what is our responsibility ? ” William
Aitken, of Winnipeg, spoke on “ Export 
grain accounts.” At a luncheon on this 
day M. E. Nichols, managing director 
of the Vancouver Daily Province, was 
the guest speaker. Professor Robert 
England, of the University of British 
Columbia, was the chief speaker at 
the banquet on Thursday evening, 
which brought the meeting to a close.
The total attendance of members and 
guests was 277.
American Accountant Entertained 
in Mexico
Roy B. Kester, professor of account­
ing at Columbia University and a 
member of the Institute, who has just 
returned from a visit to Mexico City, 
tells of being hospitably received there 
by accounting practitioners, and re­
ports a lively interest in professional 
activities.
Professor Kester was met at his hotel 
by a group of accountants headed by 
Alfredo Chavero, president of the Mex­
ican Institute of Certified Public Ac­
countants, Roberto Casas Alatriste, 
past president of the Mexican institute, 
and Julio R. Poulat, a former student 
of Professor Kester’s. Some 15 or more 
of the leading accountants of Mexico 
City entertained Professor Kester at 
an informal dinner followed by a visit 
to see an exhibition of the Mexican 
sport of Jai Alai.
There seemed to be a great deal of 
interest among Mexican accountants, 
according to Professor Kester, in the 
Institute’s publication, Examination of 
Financial Statements by Independent 
Public Accountants, which has been 
translated into Spanish by Mancero 
Hermanos. Professor Kester also re­
ports that Messrs. Alatriste, Chavero, 
Poulat and others are expecting to 
attend the fiftieth anniversary celebra­
tion of the Institute.
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Resolution of Congratulations 
by Incorporated Accountants
Following is the text of a letter ad­
dressed by Walter Holman, of London, 
president of the Society of Incorpo­
rated Accountants and Auditors, to 
Robert H. Montgomery, president of 
the Institute, transmitting a resolution 
congratulating the Institute upon the 
attainment of the fiftieth anniversary 
of its founding:
“ A meeting of the council of the 
Society of Incorporated Accountants 
was held on the 20th July last. My col­
leagues requested that I would com­
municate to you, the president of the 
American Institute of Accountants, 
and to all the members of the Institute 
the following resolution, which was 
unanimously adopted by the council of 
the society:
‘ The president and council of the 
Society of Incorporated Accountants 
tender to the president and members 
of the American Institute of Ac­
countants their cordial congratula­
tions upon the attainment of the 
fiftieth anniversary of the foundation 
of the American Institute.
‘ The society is appreciative of the 
contribution made by the American 
Institute to the development of the 
accountancy profession as a whole 
and particularly in the United States 
of America. The council of the society 
has been happy to enjoy the friend­
ship of the American Institute of 
Accountants throughout its history 
and extends greetings to the mem­
bers of that Institute and best wishes 
for its continued prosperity.’
“ I should like to add the personal 
good wishes of myself and my col­
leagues to the members of the council 
of the American Institute.
“ I am contemplating with keen 
anticipation my visit to the United 
States of America and being the guest 
of the American Institute of Account­
ants at the fiftieth anniversary celebra­
tions. I hope at that time to have the 
opportunity of renewing personally the 
sentiments of friendship which the 
Society of Incorporated Accountants 
bears towards the American Institute.”
50th Anniversary Essay Contest
The fiftieth anniversary essay con­
test, under the terms of which $500 will 
be awarded to the member or associate 
of the Institute who submits the best 
essay on the subject, “ To what extent 
can the practice of accounting be re­
duced to rules and standards ? ”, closed 
on August 31st, and the committee in 
charge is now reviewing the manu­
scripts submitted, about 40 in number.
The prize, donated by an anonymous 
member of the Institute, will be pre­
sented during the proceedings of the 
celebration, and the winning paper will 
form the basis of discussion at a round­
table session to be held on October 
20th under the leadership of Charles
B. Couchman, of New York.
Cooperation with Lawyers
Edward J. Barr, president of the 
Michigan Association of Certified Pub­
lic Accountants, has announced the ap­
pointment of a committee on coopera­
tion with the State Bar of Michigan, 
consisting of the following members:
H. W. Burleson, chairman; S. R. 
Berkey, E. H. Bower, J. L. Busch, J. J. 
Hogan, R. T. Kaywood, R. B. Keays.
Members of the association were 
recently addressed by Roscoe O. Boni- 
steel, president of the State Bar of 
Michigan. Mr. Bonisteel on that occa­
sion indicated informally that he 
thought lawyers and accountants had 
many problems in common and that 
both organizations would be mutually 
benefited by the interchange of ideas 
through committees which each might 
appoint.
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Visitors at Institute 
Offices
The following visitors from out of 
town called at the offices of the Insti­
tute at 135 Cedar street, during recent 
weeks:
H. P. Baumann, Chicago, Ill.
A. Blaikie Dick, Rome, N. Y.
William P. Field, Havana, Cuba
Leopold Frankel, Paterson, N. J.
A. I. Grade, Chicago, Ill.
C. G. Lagerman, Stockholm, Sweden
Fred G. Page, Nashville, Tenn.
J. A. D. Parrish, Norfolk, Va.
Arthur C. Upleger, Waco, Texas.
C. R. Whitworth, Chicago, Ill.
Law and Accountancy
Members of the Institute will be in­
terested in the following excerpt from 
the report of a committee on unau­
thorized practice of the law, presented 
at a meeting of the Virginia State Bar 
Association, held August 5th- 7th, at 
White Sulphur Springs:
“ The largest remaining field of the 
unauthorized practice of the law is 
probably the tax work performed by 
public accountants. The situation in 
Virginia is typical. The accountants 
have got into the tax work because of 
the necessity that a company’s books 
be put in perfect shape before the tax 
return can be made out. When the ac­
countant has set up the books properly, 
it is natural for the employer to request 
the accountant to transfer the data to 
the tax return. The accountant then 
carries the thing on through to Wash­
ington. The regulations of the Treasury 
Department permit the accountant to 
do this. The result is that few lawyers 
are called upon to do much tax work, 
and most lawyers today are not capable 
of leading their clients through the 
intricate mazes of tax law. If this law 
practice of the accountants should be 
stopped tomorrow, the public would 
find difficulty in obtaining competent
advice from members of the bar. In a 
year or two the situation would adjust 
itself, but there would be a great outcry 
in the meantime. This situation throws 
into clear relief several principles:
“ 1. This situation illustrates the 
principle that members of the bar will 
be increasingly ousted from special 
fields of legal practice if they are not 
constantly vigilant. Lawyers cannot 
advertise and accountants can.
“ 2. This situation emphasizes the 
principle that, if the practice of law is 
to be limited to licensed attorneys, the 
standards of learning and ability re­
quired of members of the bar must be 
raised.
“ 3. This situation shows what has 
always been recognized in England, 
that the bar can give the most com­
petent service to the public only if the 
bar is divided into groups of specialists. 
For the ordinary general practitioner 
to accept and undertake to handle a 
complicated tax case would be a species 
of fraud. It would be like a general 
medical practitioner’s undertaking to 
perform an operation on the brain.
“ 4. The bar would put itself in a bad 
light if it succeeded in getting rid of the 
lay tax counsellors without being 
equipped to do the same work better. 
This committee requests that each 
member of the association who has had 
any substantial amount of tax work 
will write in and give his views on these 
matters.”
Business Institute Approved
Announcement has been made that 
the courses of study in accountancy 
and business administration given by 
the New York Institute of Accountancy 
and Commerce have recently been ac­
credited by the Regents of the Uni­
versity of the State of New York and 
that the name of the school has been 
changed to: The New York Business 
Institute. The institute was founded 
in 1907 as a division of the New York 
Y.M.C.A. schools.
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Report o f Society Comm ittee on  
Professional Ethics
The extent to which a state society 
can go in enforcing accepted standards 
of professional ethics among its mem­
bers and, through its influence, in re­
straining unethical practices of non­
members, is a question which confronts 
all societies. The following report of the 
committee on professional ethics of the 
Connecticut Society of Certified Public 
Accountants is reproduced so that 
members in other states may see how 
Connecticut dealt with this problem 
during the past year:
“ Whether because of improved busi­
ness conditions or of the activities of 
the committee on professional ethics in 
the past, the present committee has had 
very little activity and nothing of a 
very serious nature.
“ Case 1— A New Haven stationer 
filed complaint against a practising 
public accountant in New Haven claim­
ing that the accountant guaranteed 
accounts of certain of his clients for 
stationery purchased, and subsequently 
repudiated such guarantees and also 
refused to pay stationery bills incurred 
by himself on the ground that he con­
sidered the merchandise should be 
given to him on account of the business 
he had turned over to the stationer. 
Investigation indicated that the facts 
were substantially true, but as the ac­
countant was not a certified public ac­
countant and, therefore, not a member 
of the society there was no jurisdiction 
in the committee.
“ However, in accordance with the 
police powers granted the committee in 
the last annual meeting of the society, 
and it being discovered that said ac­
countant had been and was likely to be 
a candidate for a degree, the matter 
was taken up with a representative of 
the state board of accountancy, from 
whom the following reply was received, 
in part: ‘ I presume it would be in order
for the state board of accountancy to go 
over this matter with him in the event 
he passed the examination and a certifi­
cate was to be issued.’
“ The chairman made personal con­
tact with the accountant and received 
assurance from him that there would 
be no recurrence of the acts giving rise 
to the complaint, and so far as is known 
he has lived up to this.
“ Case 2— A Hartford accountant 
made informal but somewhat violent 
charges against another Hartford ac­
countant, the subject matter of which 
seemed to be that a client had been 
taken away by dubious and unethical 
methods. The accountant complained 
against was contacted and made very 
definite statement, which appeared to 
be substantiated, that the complainant 
was entirely wrong. Offers to bring the 
parties together to arbitrate the com­
plaint were accepted, but before a meet­
ing could be held the parties ironed out 
their difficulties between themselves 
and nothing further has been heard of 
the complaint.
“ Case 3— A New Haven practitioner, 
who also conducts correspondence 
courses in accounting, submitted for 
approval a card for publication pur­
poses. This card, meeting in full the 
recommendations of the society, was 
unqualifiedly approved.
“ Case 4— Complaint was received 
from a Hartford practitioner relating 
to an advertisement of the Gustave 
Fischer Company of Hartford in the 
Hartford Daily Courant of November 
22, 1936, offering free of charge the 
services of certified public accountants 
for the use of social-security records 
purchased from that company. The 
matter was fully investigated, and it 
was the unanimous opinion of all the 
members of the committee that there 
was no violation of ethics on the part of 
any accountant with respect to the ad­
vertisement, and that with respect to 
the advertising stationer the committee 
had no jurisdiction and probably no 
grounds for complaint against him even 
though there was jurisdiction.
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“ In the meantime, the complaining 
practitioner and also one who had not 
complained took it upon themselves to 
write letters to the stationer, one of the 
accountants writing in the name of the 
society, and for this action he was duly 
censured.
“ Case 5—A firm of New Haven tax 
consultants sent out broadcast at least 
two bulletins relating to tax problems, 
some of the bulletins being sent to 
clients of practising accountants. In the 
second bulletin, a direct solicitation was 
made. In this case, it is obvious that the 
committee had no jurisdiction, but the 
matter was discussed by the chairman 
with the firm in question, and, so far as 
is known, no further bulletins have been 
issued since December 11, 1936.
“ Case 6— A New Haven certified 
public accountant filed a complaint 
relative to the classification of certified 
public accountants in the directory 
issued by Price & Lee in the city of 
New Haven for the year 1936, the basis 
of the complaint being, ‘ only four firms 
classed as certified public accountants, 
the inference being to one looking over 
the list that no other firm is certified.’ 
The matter was taken up with the di­
rectory publishers who notified us that 
the directory was so marked as to indi­
cate that special classifications were 
made possible only by special contract 
and that no special listing would be 
given unless space was bought.
“ The committee believes that the 
directory publishers cannot be blamed 
for this and recalls that many of the 
members of the society have already 
volunteered and have actually re­
frained from any attempt to obtain 
special listings in any directory during 
the period of the last year. In the mean­
time the complaining accountant has 
defaulted his membership in the soci­
ety.
“ Case 7— A letter was received from 
the committee on cooperation with the 
state board of accountancy addressed 
to a certified public accountant in the
state of New York practising in New 
Haven with a telephone listing as a 
certified public accountant. This ac­
countant has since obtained a reciprocal 
degree in Connecticut and has been 
recommended for membership in the 
society.
“ Case 8—An accounting partnership 
in New Haven is permitting the use of 
its name to a corporation in New 
Haven, which corporation is engaged in 
the manufacture of accounting forms 
and the sale thereof. An advertisement 
of the corporation apparently mailed 
broadcast calls attention to the fact 
that the corporation is associated with 
the partnership. There is no separate 
listing of the corporation or partnership 
in the telephone directory. The partner­
ship does not directly solicit clients of 
other accountants in accounting mat­
ters, but the corporation does not hesi­
tate to mail its circulars to the clients 
of other accountants. The member of 
the partnership who is a member of the 
Connecticut society and also is associ­
ated with the American Institute of 
Accountants claims that he is not a 
member of the corporation. The proper 
method with which to approach this 
matter has not yet occurred to the 
committee and so the matter is still 
open. But the suggestion is made to the 
succeeding committee that, since the 
offending member is an associate mem­
ber of the American Institute, an opin­
ion be requested from the American 
Institute as to the propriety of the 
member’s action.
“ In accordance with the past policy 
of the society, no names have been 
mentioned in this report, but the files 
are open for inspection at the discretion 
and by order of the board of governors.”
The membership of the committee 
consists of the following:
C. L. Johnson, of New Haven,
chairman
Edward I. Petze, of New Haven 
Leonard M. Troub, of Hartford
Natural Business Year
Address by Chairman of 
Institute Committee
Ralph S. Johns, chairman of the In­
stitute’s special committee on natural 
business year, recently discussed the 
advantages of adoption of a natural 
fiscal closing date in a talk broadcast 
over radio station WOR. He said:
“ By general custom and convention 
the calendar year has been adopted by 
the vast majority of American busi­
nesses as the basic period for the pres­
entation of financial statements. For 
this reason, many of us, whether office 
or factory employees, have had more 
than enough work to do each year-end, 
taking inventories and attending to 
other details incident to the closing of 
the books for the past year. However, 
despite its general use, the calendar 
year is not the logical period for most 
businesses to report the results of their 
activities.
“ For example, those organizations 
engaged in the coal business would do 
well to avoid a December 31st closing, 
the middle of their active season, April 
being a more appropriate time for the 
preparation of informative statements. 
To illustrate further with the automo­
bile industry— with the annual shows 
changed from January to November 
and the introduction of new models 
moved forward accordingly, it would 
be advantageous for corporations in 
this and related industries to forego the 
present December 31st closings for a 
fiscal year ending September 30th.
“ It is evident that most business 
organizations have seasonal activities. 
The natural business year for a par­
ticular enterprise is that period of
twelve consecutive months which coin­
cides with the annual cycle of its opera­
tions. The natural business year should 
be adopted as the proper fiscal period.
“ The great majority of business cor­
porations today, however efficient they 
may be in other respects, whatever 
amount of care they may have exer­
cised in developing other factors of 
their business upon the most favorable 
basis, however much they may have 
expended in research, have completely 
overlooked this one step which would 
enable them to prepare more accurate 
financial statements measuring the 
results of their year-by-year operations.
“ Wide adoption of the natural busi­
ness year would not only be of advan­
tage to business management, but also 
to bankers, accountants, credit report­
ing agencies, and several divisions of the 
United States Treasury Department. 
For thousands of employees it would 
mean stabilization of employment and 
earnings, a matter which in itself de­
serves the attention and support of 
Federal and local governments. Income- 
tax laws have for a number of years per­
mitted returns to be filed for fiscal 
years differing from the calendar year.
“ There are some who have already 
shown us the way. Practically all of 
America’s leading department stores 
close their books January 31st. One of 
the largest harvester companies in the 
country recently changed to an October 
31st closing, a date which also is used by 
the packing industry.
“ Whatever our individual position 
may be in the economic life of our 
nation, let us all be natural-business- 
year conscious and advocate its adop­
tion whenever an appropriate oppor­
tunity arises.”
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T h e  W o rk o f a State 
Committee
Because of the original thought 
which it reflects and the constructive 
suggestions which it contains, the fol­
lowing report of the committee on 
natural business year of the Connecti­
cut Society of Certified Public Ac­
countants, presented at the recent 
annual meeting of the society, is repro­
duced for general information:
“ In past years it has been cus­
tomary for your committee in render­
ing its report, to dwell at length upon 
the advantages to business organiza­
tions of reporting their operations on a 
natural business year. As accountants, 
we should be familiar with the bib­
liography on this subject, and it seems 
at this time that no good can be served 
by giving a resume of the various writ­
ings on the subject. We, too, should be 
alive to the angle of eliminating the 
peaks of overwork and the valleys of 
subnormal activity, thereby ironing out 
our own business cycle. We all realize 
the feverish activity of the first quarter 
of the year and the let-down later. We 
realize the difficulties of building tem­
porary organizations; we would be 
happy to offer steady employment 
throughout the year.
“ We can render more direct service 
to a client when we are free from the 
stress and strain of getting out the 
work. We can discuss the report when 
the matter is still fresh in our minds, 
relieved of the worry that some other 
report or tax return needs our atten­
tion at that moment. Our client can 
digest the report and make his plans for 
the coming year while he is working at 
a normal pace.
“ Within the past two years, the 
natural business year movement has 
really crystallized in the minds of co­
operating agents. The Natural Busi­
ness Year Council, formed in 1935, is 
composed of representatives of the 
American Institute of Accountants, 
Robert Morris Associates, National
Association of Cost Accountants, Na­
tional Association of Credit Men, 
American Management Association and 
Dun & Bradstreet. This movement has 
received further impetus through the 
formation of state and local committees 
of the Natural Business Year Council. 
These committees are composed of 
representatives of the Robert Morris 
Associates, National Association of 
Cost Accountants, National Associa­
tion of Credit Men and the practising 
public accountants. We thus have the 
cooperation of the important business 
elements. But we as accountants must 
do our part to aid the movement by 
bringing home to each client the neces­
sity of reporting on a natural business 
year. We should know what the banker 
wants to see in the statement, what the 
credit man wants to see, and sell the 
client the idea for his own benefit.
“ But we must be alive to certain 
difficulties. Certain businesses, through 
force of circumstances, have had their 
natural business year changed because 
of new materials being made, new mar­
kets opened, old ones closed, styles 
changed, etc. We must show that ac­
counting is and can be flexible and can 
be made to suit the changing condi­
tions. We must be ready to suggest the 
need of new accounting periods to 
reflect correctly the operations of the 
company and to draw the picture of 
operations so that the executive, the 
banker and the credit man can see it 
clearly and each make his own decision. 
We must put the full force of our pro­
fession back of the movement.
“ In the process of changing the fiscal 
year, we must deal with each individual 
case on its own individual merits. We 
must guard against possible excess tax 
or surtax liabilities. To take a concrete 
example: A corporation has been re­
porting on a calendar basis. Its year 
end should be June 30. After a fair 
analysis of the company’s possible 
profits, the valuation for excess-profits 
taxes was entered in 1936 at $500,000, 
making profits over $50,000 subject to 
excess-profits taxes. Even though June,
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or May and June, might be its slow 
months, yet an extremely good first 
half or a non-recurring item of income 
in this period might conceivably show 
the proportionate income on a year’s 
basis to be over $50,000, thereby sub­
jecting the company to excess profits 
taxes of 6 per cent. and/or 12 per cent. 
It would be hard to convince a client to 
make a change under these conditions.
“ As a further obstacle, we might in­
clude the unemployment-tax question. 
Unless a client is able to support an 
organization large enough to include 
employees qualified to prepare unem­
ployment-tax returns, the accountant 
is often called upon to do this work at 
a time when he is otherwise engaged 
and certainly at a time when this par­
ticular client is not in need of his serv­
ices for regular auditing. Here, too, it 
would be necessary for the accountant 
to make a check of total payrolls to 
ascertain the correct tax liability, for the 
total tax liability may be a figure other 
than the payroll shown for cost of 
merchandise and overhead items. Par­
ticularly, payroll-tax liability may be 
found in repair items or in fixed asset 
items of the company’s own make. 
This obstacle might be hurdled if the 
Government were prepared to change 
the method of unemployment-tax re­
porting to make it coincidental with 
income-tax reporting, thus enabling 
fiscal year corporations to do their tax 
work and to close their books at the 
same time. . . .
“ This report may seem to dwell on 
the disadvantages, but the committee 
feels that the advantages are so well 
known that no time or space need be 
taken to rehearse these, and is heartily 
in agreement with the aims of the 
Natural Business Year Council.
“ Your committee’s effectiveness was 
handicapped by the illness of its chair­
man. Your acting chairman took hold 
the middle of May, 1937. Its efforts, 
therefore, were limited to making con­
tact with the Natural Business Year 
Council of the American Institute and 
the local council in Hartford. These
contacts should show future results.
“ In closing, your committee feels 
that perhaps more permanence in the 
committee’s membership would enable 
it to cooperate more effectively with 
the organizations mentioned. This 
would enable the formation of more 
local councils to further the work. An­
other opportunity of cooperation with 
credit grantors would be given. Each 
and every member of the society would 
be aware of the progress of the natural 
business year and could cooperate in 
spreading its message.”
Joseph Krauskopf, of Hartford, is 
chairman of this committee on natural 
business year.
State Society U rges Support 
o f Cam paign
The following article was published 
in a recent issue of the Indiana C.P.A. 
urging members of the Indiana Asso­
ciation of C.P.A’s to support its natur­
al business year campaign:
“ The extremely busy season of prac­
tising accountants has practically ended 
and, in the refreshing lull that now 
exists, some serious thought should be 
given to the activities of the national 
Natural Business Year Council. After 
the strenuous days (and nights) of 
January, February and March, 1937, 
all of us can fully appreciate the ad­
vantages of fiscal year closings on dates 
other than December 31st. The luck­
less plight of the accountant was par­
ticularly aggravated this year by many 
complications that arose in connection 
with the preparation of the many 
returns and reports incident to the new 
tax laws.
“ The formation of local committees 
such as are now being planned in 
Indianapolis, South Bend and Evans­
ville, should do much to alleviate the 
feverish activities of the seasonal rush 
in the early months of the year for 
accountants and all others who are 
concerned with the preparation of an­
nual reports. The national council has
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published four pamphlets that are 
particularly informative on the subject 
of the natural business year, entitled: 
Suggested Natural Fiscal Closing Dates 
A  Means to Efficiency 
Advantages to Business Management 
A  Program of Local Activity
“ Additional information will gladly 
be furnished to any one interested by 
the Natural Business Year Council, 
135 Cedar street, New York, or by the 
special committee of the American 
Institute of Accountants, or by your 
own association’s secretary.”
Student Activities
The Natural Business Year Council 
recently sent 75 copies of its pamphlets 
on the natural business year to Lamar 
J. Otis, instructor in accounting at the 
Ohio University, for use in his classes in 
the college of commerce. The follow­
ing communication from Mr. Otis 
shows how effectively this literature 
can be used in class-room work:
“ You will recall that last month you 
furnished me with 75 copies each of the 
following pamphlets: A  Means to Effi­
ciency, Its Advantages to Business 
Management, Suggested Natural Fiscal 
Closing Dates.
“ I am pleased to inform you that the 
use of these pamphlets in my classes has 
been most effective. Many of the stu­
dents have redistributed them in con­
nection with an assigned project, an 
outline of which is enclosed; and I 
would like to have an additional 25 
copies of each of the above pamphlets 
to replace those used by the students 
who have completed their projects.”
Following is an outline of the project 
to which Mr. Otis refers:
“ 1. Read and familiarize yourself 
with the three following pamphlets on 
the subject, ‘The natural business 
year’.
(a) Its Advantages to Business
Management
(b) A  Means to Efficiency
(c) Suggested Natural Fiscal
Closing Dates
“ 2. Study your class notes on the 
business year.
“ 3. During spring vacation, or any 
other convenient time, go to some 
business establishment where you are 
well acquainted, preferably in your 
home town.
“ 4. Create an interest in accounting 
systems by describing your course, dis­
cussing the natural business year, and 
explaining your project. Offer or give 
your pamphlets in return for their 
cooperation.
“ 5. Carefully review and outline 
their system and procedure with special 
attention to provisions for internal 
check and the procedure for handling:
(a) Cash receipts
(b) Cash disbursements
(c) Merchandise
(d) Credits:
Procedure
Source of information
Collection methods
Records and forms
(e) Payroll
“ 6. Obtain copies of or sketch all 
forms used.
“ 7. Make a list or chart of accounts.
“ 8. Make an outline of the personnel 
organization by tide and duties.
“ 9. Do not fail positively to assure 
your conferee that no figures are 
wanted, and that information of a 
confidential nature is not desired.
“ 10. Submit your findings in the 
form of a report which will be due 
April 30, 1937.
“ 11. This project is restricted to 
firms with a full-time personnel of five 
or more.
“ 12. Students desiring to contact 
firms located in Athens, Ohio, must 
first secure the approval of the in­
structor.”
Accountancy and the Press
Following are excerpts from articles 
describing activities of the Institute 
which have recently appeared in the 
public press:
T a x a t io n
The bane of taxation is not so much 
in the size of the taxes collected as in 
the unfair, uneven and utterly irra­
tional way they fall upon the shoulders 
of the people— too heavy upon one 
man, too light upon another. Then 
again, the system of taxation is a 
raggle-taggle affair, built on no regular 
plan, but a hodge-podge of odds and 
ends. Frequently it costs far too much 
to collect a tax than is justified; at 
other times, the tax is such that it 
defeats itself by encouraging some kind 
of evasion, direct or indirect, legal or 
illegal. This criticism, it is well known, 
applies to all our tax systems, local, 
state and Federal.
Yet it is not impossible to envisage 
an orderly, efficient and fairly dis­
tributed system of taxation. Victor H. 
Stempf, chairman of the committee on 
Federal taxation of the American 
Institute of Accountants, and noted 
tax authority, has pointed out how it 
can be done. We have had cause to 
comment upon Mr. Stempf’s cogent 
analysis of taxation problems before; 
now we point out that if sufficient 
public support could be obtained in 
behalf of his broad and general sug­
gestions concerning a truly efficient 
tax structure, something might be done 
toward realizing it; although the poli­
ticians would do their best to prevent 
such a development.
Although referring specifically to the 
Federal revenue act of 1937, Mr. 
Stempf’s suggestions are capable of 
being applied to any taxing body. They 
envisage a basic tax plan drawn up by
experts, with politics and all extraneous 
interests excluded; in a word, a “ strictly 
business” tax system, based upon 
study and research. While the plan 
would be rigid in its fixed principles, 
it would nevertheless be flexible in this 
sense— that the actual rates would be 
subject to change by the legislators to 
meet budget needs. But the instability, 
the present inability to know where 
Congress will turn next for taxes, will 
be eliminated.
It may be a little too much to hope 
that we can persuade the inevitably 
politically-minded gentlemen of the 
Senate and House of Representatives 
to adopt such a plan. They will be 
prone to listen to complaints from 
each interested group, to pleas to 
“ soak the rich,” and other political dis­
tractions. But victories have been made 
over political considerations in the 
past, and it may be again, if not in 
whole at least in part, and perhaps to 
be gradually attained step by step.
Once achieved, there will be no need 
for persecution of so-called tax evaders 
to cover up the errors of Congress and 
the Treasury. We hope that Mr. Stempf 
carries on the good fight. It is a fight 
for common sense and justice, and 
the public must be brought to under­
stand how important it is.
American Business Survey
S c h o l a r sh ip
Two Oregon men bested a field of
1,000 from over the United States in 
the examinations last May for certifi­
cates as professional public account­
ants, according to a report by J. C. 
Goldrainer, secretary of the Oregon 
state board of accountancy.
Max A. Saunders, 22, of Alvadore, 
achieved the highest marks in the na­
tional examination last May, receiving
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the Elijah Watt Sells gold medal, and 
A. J. Henke, 24, of 1207 N.E. Going 
street, employee of William Whitfield 
& Co., Portland accounting firm, won 
the silver medal.
The two have been invited to New 
York next October to attend the an­
nual meeting of the American Insti­
tute of Accountants for award of the 
medals.
Portland Journal 
N a t u r a l  B u sin e ss  Y e a r
Urging corporations to adopt as their 
fiscal years the 12-month periods most 
nearly coinciding with the natural 
cycle of their operations, the Natural 
Business Year Council today announced 
plans for a campaign to adopt “ the 
natural business year.”
The campaign, which will start im­
mediately after Labor Day, will stress 
the greater economy and efficiency 
possible under the new plan.
Henry H. Heimann is chairman of 
the council.
Buffalo News
The Natural Business Year Council, 
supported by local committees, orga­
nized so far in 33 cities, will launch, 
immediately after Labor Day, a na­
tional campaign to persuade American 
companies to abandon the now gener­
ally-used calendar year (where that 
year is inappropriate), and to use in its 
stead fiscal years more closely related 
to their annual business year. It is the 
belief of the sponsors of the campaign 
that the natural business year leads to 
more accurate financial statements, and 
makes them more promptly available
for the public information. Likewise, 
the natural business year, as a basis 
for accounting, relieves management 
and accountant alike of the great pres­
sure of work due to coincidence of the 
annual audits with the post-holiday 
rush seasons in winter.
One of the primary purposes of the 
Natural Business Year Council is, 
by research, to determine the natural 
business years for the various sub­
divisions of industry. Its research, up 
to the present time, has consisted of a 
survey of present practice as revealed 
by correspondence with representative 
companies and trade associations, re­
turns from questionnaires to certified 
public accountants, a study of the 
natural business year by the University 
of Illinois, a study of seasonal fluctua­
tions in business by the Bureau of 
Economic Research, and statistics 
furnished by credit agencies. . . .
Boston Post
When is the most convenient time 
to end a business year is the problem 
the Natural Business Year Council of 
New York is trying to solve. The execu­
tive secretary of the council is writing 
newspapers, merchants, bankers, manu­
facturers and others in an attempt to 
arrive at some logical and unanimous 
fiscal closing dates. Early reports are 
that the suggested dates vary almost 
as widely as the industries contacted. 
Most retailers interviewed prefer De­
cember 31st or January 31st as the 
most convenient fiscal year end, placing 
inventory time soon after the Christ­
mas holiday rush of business.
Dallas News
Seen in State Society Publications
Investigation of Federal 
Income-Tax Returns
The Utah C.P.A.
Federal income and excess-profits 
taxes, in one form or another, have been 
in effect in the United States since 
March 1, 1913, the effective date per­
mitted under the sixteenth amendment 
to the Constitution of the United 
States. Since that time the Congress 
has passed several revenue acts, each 
one amending or repealing most or all 
of the provisions of the preceding act or 
acts. Under each of the revenue acts so 
enacted, taxpayers, as defined therein, 
have been required to render to the 
Federal government specified forms or 
income-tax returns disclosing their 
statutory net income, which returns 
have been subject to examination by 
the Bureau of Internal Revenue.
L a w
Section 618 of the revenue act of 
1928, which is still in effect, states in 
part, “ The commissioner, for the pur­
pose of ascertaining the correctness of 
any return or for the purpose of making 
a return where none has been made, is 
hereby authorized, by any officer or 
employee of the bureau of internal 
revenue, including the field service, 
designated by him for that purpose, to 
examine any books, papers, records, or 
memoranda bearing upon the matters 
required to be included in the re­
turn . . . ”
No R ed  T a p e
To the average taxpayer, and per­
haps some of the younger practising 
accountants and attorneys, the pro­
cedure of the Bureau of Internal Rev­
enue, in making the necessary examina­
tions or investigations of income-tax
returns, may appear to be a long drawn- 
out involved task, surrounded by so- 
called “ red tape.” But to bureau em­
ployees engaged in the work, each step 
appears to be necessary and in almost 
natural sequence or relation to each 
other step.
The following is a brief discussion of 
the procedure followed in field divisions 
and in the bureau at Washington,
D. C., in cases involving a change in 
tax liability from that reported on the 
returns.
A s s ig n m e n t s  t o  F ie l d  O f f ic e r s
A return in the office of the internal 
revenue agent in charge, requiring a 
field examination, is assigned to a field 
officer— an internal revenue agent— for 
verification from the books and records 
of the taxpayer who prepared it. After 
making an examination of the taxpay­
er’s books and records, or other data 
bearing upon the matter, the revenue 
agent prepares and submits his report 
covering such examination to the office 
of the internal revenue agent in charge. 
In the event the revenue agent’s report 
proposes a change in tax liability, 
either a deficiency or an over-assess­
ment, the revenue agent is under in­
structions from the commissioner’s 
office to discuss his findings with the 
taxpayer with a view to obtaining the 
taxpayer’s written consent to the 
change in tax liability.
T h e  S t o r y  o f  t h e  B a r
Upon review and approval of the 
revenue agent’s report, and the tax­
payer being furnished with a copy 
thereof, action in the office of the in­
ternal revenue agent in charge is taken 
as follows:
(a) Where the report, proposing a de­
ficiency, is accompanied by an agree­
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ment— bureau form 870, waiver of 
restrictions on assessment and collec­
tion of a deficiency— properly executed 
by the taxpayer, the report (now mean­
ing the original copy together with the 
return) is immediately forwarded to 
the collector’s office in which it was filed, 
for immediate assessment and collec­
tion of the agreed deficiency. After list­
ing the deficiency the collector forwards 
the report to the bureau for review 
and approval.
(b) Where the report, proposing an 
over-assessment, is accompanied by a 
signed agreement— bureau form 873, 
acceptance of proposed over-assess­
ment— it is immediately forwarded to 
the bureau in Washington for review 
and approval.
(c) Where the report proposing ei­
ther a deficiency or an over-assessment 
is not accompanied by form 870 or form 
873, as the case may be, it is held in the 
office and the taxpayer is given 30 days, 
except under certain conditions, in 
which to agree to or to file a protest 
against the findings shown in the re­
port. If the findings shown in the report 
are agreed to within the period granted, 
the report follows the course outlined 
in (a) or (b) above. If the findings 
shown in the report are not agreed to, 
or no protest has been filed within the 
period granted, the report is forwarded 
to the bureau for review and approval. 
If a protest is filed within the period 
granted, the taxpayer is granted a 
hearing, if desired.
(d) Where the findings shown in the 
report are protested, the taxpayer is 
granted a hearing, if desired, with a 
conferee, an officer other than the one 
who made the examination. At the 
hearing consideration is given to the 
findings shown in the report and the 
contentions set forth in the taxpayer’s 
protest. In order to develop all facts in 
the case it may be necessary to hold 
several hearings or conferences, or to 
reassign the case to an examining 
officer for further examination and 
report. If the taxpayer agrees to a 
deficiency or a proposed over-assess­
ment as the result of such hearings or 
supplemental examination of the original 
report, a supplemental report or con­
ference report follows the course out­
lined in (a) or (b) above. If no agree­
ment form is obtained the report is for­
warded to the bureau for review and 
approval.
R e v ie w  in  W ash ington
Upon review and approval of the 
report in the bureau at Washington, 
the following action is taken:
(e) Where form 870 accompanies 
the report as described in (a) and (d) 
above, the case is closed and the col­
lector’s office whence the report was 
forwarded is notified that the assess­
ment has been approved.
(f) Where form 873 accompanies the 
report as described in (b) and (d) 
above, a certificate of over-assessment 
is issued and the refund made through 
the collector’s office where the return 
was filed, the refund being applied 
against any outstanding liability of the 
taxpayer in the collector’s office. The 
case is then considered closed.
(g) Where form 870 or form 873, as 
the case may be, does not accompany 
the report and where no protest has 
been filed in the office of the internal 
revenue agent in charge, the taxpayer 
is advised by letter of the proposed 
change in tax liability, based upon the 
revenue agent’s report, and given 30 
days, except under certain conditions, 
in which to file a protest with the office 
of the internal revenue agent in charge 
where the report was prepared or to 
agree to the proposed change in tax 
liability by executing form 870 or form 
873, as the case may be. If a protest is 
filed within the granted period, the case 
is referred back to the field for action 
described in (d) above. If no protest is 
filed with respect to a proposed over­
assessment the bureau proceeds to make 
the refund as described in (f) above. If 
no protest is filed with respect to a pro­
posed deficiency, the commissioner no­
tifies the taxpayer by registered mail 
(90-day letter) of the deficiency.
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(h) Where form 870 does not ac­
company the report proposing a defi­
ciency after the filing of a protest and 
the holding of conferences in connec­
tion therewith, as described in (d) 
above, the taxpayer is granted the fur­
ther opportunity of a hearing in the 
bureau before issuance of the 90-day 
letter by the commissioner.
(i) Where form 873 does not accom­
pany the report proposing an over­
assessment, following the action de­
scribed in (d) above, the bureau pro­
ceeds to close the case as described in
(f) above.
D e f i c i e n c i e s — W a i v e r s — A p p e a l s
With respect to deficiencies, subsec­
tion 272 (d) of the revenue act of 1936 
states, “ The taxpayer shall at any time 
have the right, by a signed notice in 
writing filed with the commissioner, to 
waive the restrictions provided in sub­
section (a) of this section on the assess­
ment and collection of the whole or any 
part of the deficiency.” Bureau form 
870 is the written notice provided for 
that purpose. In every case involving a 
deficiency, where the taxpayer fails or 
refuses to execute form 870, the bureau 
is required under its present procedure 
to hold the case open for 30 days in the 
office of the internal revenue agent in 
charge and 30 days in the bureau, dur­
ing which time the taxpayer may file a 
protest. And under section 272 (a) of 
the revenue act of 1936, the taxpayer 
has 90 days, after the mailing of the de­
ficiency notice by the commissioner, 
in which to file an appeal with the 
board of tax appeals for a redetermina­
tion of the deficiency. It is readily seen, 
therefore, that a saving in time of at 
least 150 days can be effected in the
closing of a case involving a deficiency, 
to which the taxpayer does not intend 
to protest, by execution of form 870. 
Section 292 of the 1936 act provides for 
the assessment of interest at the rate of 
6 per cent. per annum on a deficiency 
from the date the tax was due to the 
date the deficiency is assessed, or to the 
thirtieth day after the filing of form 
870, whichever is the earlier. In execut­
ing form 870, the taxpayer may save 
interest as well as expediting the clos­
ing of his case. As the Government is 
required to pay six per cent. interest on 
overpayments, the immediate closing 
of cases involving refunds is also urged.
U ncle S a m ’s H uge  J ob
In a limited article, such as this, only 
the principal points in the procedure 
covering the verification of Federal 
income-tax returns can be discussed. 
With 64 collection districts forwarding 
between two and three million returns 
annually to the bureau and 38 field 
divisions making field examinations of 
a large number of the returns filed, one 
can imagine the immensity of the task 
assigned to the bureau for verification 
of income and excess-profits taxes 
alone. Only a few of forms 1040A (re­
turns for incomes under $5,000) leave 
the collectors’ offices. All partnership 
(form 1065) and fiduciary (form 1041) 
returns are subject to inspection in the 
office of the internal revenue agent in 
charge. Procedure in the various field 
divisions may vary slightly; for exam­
ple, the Cleveland division was author­
ized about a year ago to issue 90-day 
letters on deficiencies. Also the investi­
gations of claims and fraud cases do not 
follow the procedure discussed above.
B y  L eon H . J a c k so n
Correspondence
Arrangement o f Incom e T a x  
Blanks
Editor, T h e  C e r t i f i e d  P u b l ic  A c­
c o u n t a n t  
D e a r  S i r :
Receipt is acknowledged of your let­
ter of August 27, 1937, transmitting 
copies of the July and August issues of 
T he C e rtifie d  P u b lic  A cco un tan t .
Please be advised that I have referred 
the copies of your bulletin to the in­
come-tax unit for consideration of the 
suggestions in the articles regarding 
changes in the income-tax form 1120, 
which you marked for attention.
Yours truly,
M ilton  E . C a r t e r , 
Assistant to the Commissioner of 
Internal Revenue 
Washington, D. C.
T h e  Accountant and Taxes
Editor, T h e  C e r t i f i e d  P u b l ic  A c­
c o u n t a n t  
D e a r  s i r :
Every one grumbles at the mention 
of taxes, has something to say about 
them, and these comments are not com­
plimentary. Why is it? No intelligent 
person expects a government to exist 
without taxes. Governments have tasks 
to perform, and in order to accomplish 
them governments need money, and 
this money comes through taxes.
Then the resentment is not against 
taxes, but against the waste in taxes, a 
waste which is of common knowledge. 
The trend in governments— Federal, 
state, county, municipal— is toward as­
suming more tasks and enlarging the 
scope of the old ones. This means more 
and more taxes to come. Lately the 
growth of taxes of all kinds is proceed­
ing at an accelerated pace, absorbing a
larger and larger portion of national 
income.
As the amount of taxes grows, so does 
waste of public moneys. The burden of 
taxes is getting heavier; all feel it, but 
very few realize how large this burden 
actually is, because the data on the sub­
ject is rather meager, and what is avail­
able is hardly used.
Here is a field where accountants 
may perform a unique public service by 
bringing out the significance of taxes 
in our everyday life. Accountants may 
comment on taxes in their reports, and 
they may support these comments by 
adding a new “ tax statement.”
Such a tax statement should cover all 
taxes payable by an enterprise. These 
taxes are of two kinds:
(1) Definite taxes, i.e. taxes which an 
enterprise has to pay under one name 
or another, and the amounts of which 
are known; for example, income tax, tax 
on capital stock, undistributed-profits 
tax, old-age-benefits tax, unemploy­
ment tax, etc. These taxes may be 
labeled as direct taxes.
(2) Indirect taxes which are included 
in the cost of all goods and services 
which are purchased by an enterprise 
for the conduct of its business; for ex­
ample, all taxes which have to be paid 
by producers and are included in the 
primary cost of all agricultural and 
mining products; taxes on carriers—  
railroads, trucks, water-borne traffic—  
which increase the cost of transporta­
tion of products to factories; taxes on 
firms which render personal services, 
such as lawyers, engineers, accountants 
and appraisers. The amount of these 
indirect taxes, at first, will have to be 
estimated, even if very approximately.
The tax statement may show the 
relation of direct taxes, indirect taxes, 
and of their total to the most important
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items on the operating and surplus 
statements, indicating the ratios of 
these taxes to:
Labor, or the ratios of taxes to wages 
received by the working force.
Cost of materials, or the ratios of 
taxes to the amounts received by 
producers and intermediaries.
Cost of goods sold, or the ratios of 
taxes to the total production cost.
Unit cost, or the share of taxes in the 
cost of each article.
Administrative and general expenses, 
or the relation of taxes to the man­
agement cost.
Selling expense, or the comparison of 
taxes with distribution costs.
Sales, the amount of taxes collected 
from consumers.
Net income, a comparison of taxes 
with the amount earned by the 
owners of the capital.
Dividends, a comparison of taxes 
with the amount received by stock­
holders who supplied the capital 
of the enterprise.
If the suggestion for preparation of 
such tax statements is accepted and 
gradually the practice spreads, then the 
estimated amounts of indirect taxes 
will tend to come closer and closer to 
true figures.
Such a tax statement will make busi­
ness men, farmers, miners, labor em­
ployed in industry, transportation and 
trade, professional men and others tax­
conscious. Instead of feeling, they will
know the actual tax burden; and once 
this tax burden is expressed in figures, 
it can be brought to the attention of 
“ the man in the street” by showing on 
each sales tag or price the amount of 
taxes which enters in the sales price of 
each article purchased by a consumer. 
This is not startlingly new— it is being 
done now by a number of filling sta­
tions.
Tax statements and sales prices indi­
cating the amount of taxes will focus 
the attention of everybody on a phase 
which, as the time goes on, tends to 
play a role of ever-increasing impor­
tance in our economic and social life. 
Once the full import of taxes— their 
true amount and their tendency to grow 
at a quicker and quicker pace— is fully 
realized, there will be public action.
Such public action will sweep out of 
legislatures professional, pork-barrel 
politicians and bring in their places a 
new type of public-minded representa­
tives of the people. Such a change 
would go far toward elimination of 
waste of public moneys and corruption 
in office, making it possible to reduce 
taxes to an amount commensurate with 
government services rendered.
Only accountants are qualified and 
in position to perform this great public 
service. Is not this goal worth working 
for?
Yours truly,
B o r is B a ie v s k y
Washington, D. C.
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October 15, 1937
To Members and Associates of the 
American Institute of Accountants:
The board of examiners has given consideration to applicants for admission 
to the American Institute of Accountants and recommends the election of 4 
applicants for admission as members and 2 applicants for admission as asso­
ciates who have passed oral examinations. Credit for having passed examina­
tions acceptable to the Institute has been accorded 15 applicants for admission 
as members and 4 applicants for admission as associates. Six applicants for 
admission as members and 3 applicants for admission as associates have passed 
the Institute’s examinations for a C. P. A. certificate in co-operating states. 
The board recommends the advancement of 3 associates to membership.
For Advancements to Membership
Harold S. King, New York, N . Y . George L. Nohe, New York, N . Y .
Joseph Rosenthal, New York, N . Y .
Linton D. Baggs, Macon, Ga.
Leon B. Bernstein, Philadelphia, Pa. 
Albert H. Bierwirth, New York, N . Y .  
Harold G. Bowen, Lawrence, Mass. 
Noah O, Brookins, Los Angeles, Calif. 
Charles Leslie Brown, Chicago, Ill. 
John H. Burns, Hartford, Conn.
Harry B. Fischer, New York, N. Y . 
Edward Isaacs, New York, N . Y .
J .  Gwyn Jordan, Atlanta, Ga.
John Gustave Larson, Denver, Colo. 
Robert A. Lennertson, St. Louis, Mo.
John McAlevey, New York, N . Y . 
Edward P. McCluskey, New York, N . Y . 
Joseph H. McGrath, Philadelphia, Pa. 
Charles J .  Moore, Biloxi, Miss.
Fred F . Morgan, Corpus Christi, Texas 
George T . Mumaw, New York, N. Y .
W. W. Rohrbach, New York, N . Y .  
Hubert Taylor, New York, N . Y .
Royal C. Thurston, Jr., New York, N . Y .  
Frederick R. Tredwell, Chicago, Ill. 
George Wagner, New York, N . Y .
George V. Whittle, Seattle, Wash.
For Admission as Associates
Roland Ora Abel, Kansas City, Mo. Irving W. Hest, New York, N . Y .
Edwin V. Carlson, San Francisco, Calif. Samson Hollander, New York, N . Y .
Isidor Daniels, New York, N . Y . Max Otto Mueller, Los Angeles, Calif.
William A. Davies, New York, N . Y . Waymon G. Peavy, New York, N . Y .
Henry J .  Wintrode, Los Angeles, Calif.
These applicants do not become members (or associates) until they have 
been approved by council and declared elected by the president. If protest is 
to be made against the election of any applicant on the list it should reach the 
office of the Institute before October 30, 1937.
JOHN L. CAREY, Secretary.
Clifford G. Wood, Rockford, Ill.
For Admission as Members
T h e  C e r t i f i e d  P u b l i c  A c c o u n t a n t
Bulletin of the American Institute of Accountants
The Circulating Library
R E L A T IV E L Y  few members of  the Institute avail themselves 
of the privilege of borrowing books from the circulating li­
brary of the Institute. During the fiscal year which ended August 
31, 1937, the total of books and pamphlets lent was 2,309— a num­
ber which seems remarkably small when it is considered that the 
membership of the Institute at the close of the fiscal year was 
4,890. O f course, the membership has increased greatly in recent 
years, and it may be that many of the new members are not aware 
of the extent to which the library can serve them.
A ny member or associate, no matter where his residence, may 
borrow any item in the circulating division of the library for a 
period of two weeks at no expense other than the cost of shipment, 
and the loan may be renewed provided no application from another 
member or associate for the same book has been received. A  non­
member also m ay borrow from the circulating library, provided he 
presents a written order from a member or associate who guarantees 
the library against loss.
All volumes for which the library has duplicates are placed 
in the circulating division. A  special effort has been made to in­
crease the number in this division and, of the library’s 14,780 books 
and pamphlets, 926 have thus been made available to members 
who cannot conveniently visit the premises at New York. A  con­
stant effort is made to add to the circulating division titles for which 
there is active demand, and when there is a significant number of 
requests for a volume not in the collection, steps are taken to obtain 
it promptly.
It is interesting to note that most of those who use the circulating 
library do so repeatedly and have testified to its helpfulness. Mem­
bers are urged to make full use of this service.
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PROGRAM OF ACTIVITIES 
1937-1938
THIS is the second successive year in which a written program of activities has been approved by the executive committee. The first 
written program has proved to be so helpful that a similar outline of work 
to be done in the current fiscal year is regarded as almost indispensable, 
for the following reasons:
(a) It tells members briefly what is planned for the future, and thus 
offers opportunity for objection, criticism or suggestion.
(b) It focuses the attention of committees on their specific duties, 
making it easier for them to launch their work and encouraging 
them to think of additional activities that might be undertaken.
(c) It helps the officers and executive committee immensely in follow­
ing the work during the year and in measuring results at the end of 
the year.
(d) It facilitates division of duties among members of the staff and 
prevents confusion or duplication of effort among the committees.
The program is not rigid, of course, and changes or additions may be 
made in the course of the year. Comment and criticism are invited.
It is recommended that state societies of certified public accountants 
consider the advisability of drafting written programs of their own work. 
Economy of effort and greater accomplishment might well be the result.
A. PR O FESSIO N AL STAN D AR D S
1 . Ethics
(a) Consider complaints against members and associates alleging 
violation of the rules of professional conduct and, if necessary, file 
charges in order that hearings may take place before the trial 
board.
(b) Respond to inquiries, if such responses can properly be made, 
received from individuals on questions of professional ethics.
(c) Inform the membership of the decisions and opinions reached, as 
far as it may be appropriate to do so, in order that the Institute’s 
findings may be available as a guide to all members.
(d) Consider suggested changes in the Institute’s rules of professional 
conduct.
(e) Consider the possibility of adoption of uniform rules of conduct by 
the Institute and the state societies.
Committee on Professional Ethics
2
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2. C.P.A. Examinations
(a) Continue to provide uniform examinations in auditing, accounting 
and commercial law, developed in collaboration with state boards 
of accountancy, to serve as C .P .A . examinations, in November and 
May, in those states which elect to participate in the plan of 
cooperation.
(b) Provide guides, in the form of notes and outlines of solutions, to 
facilitate proper grading of examination papers by cooperating 
state boards.
(c) Continue to grade papers of candidates in those states which desire 
to submit their papers for grading by the Institute.
(d) Endeavor to add to the present list of 44 states and territories 
which have adopted the Institute’s examinations, to the end that 
C.P .A . examinations throughout the states may be uniform as far 
as possible. Board of Examiners
3. Education
(a) Continue efforts to formulate standards of accountancy education 
by which adequacy of college courses may be measured in so far as 
they equip students for professional public practice.
(b) Coöperate with accountancy instructors in an effort to bring about 
mutual understanding of the respective problems of instructors and 
practitioners of accounting.
(c) Consider the possibility of cooperation with universities in guid­
ance of research undertaken by students of accountancy.
(d) Cooperate with state societies of certified public accountants in 
advancement of educational objectives.
(e) Coöperate with accounting firms in staff educational projects.
Committee on Education
(f) Continue to offer prizes and awards, supported by contributions by 
members of the Institute, designed to encourage research on ques­
tions of importance to the profession and professional achievement 
on the part of younger practitioners. Executive Committee
(g) Continue to award Elijah W att Sells scholarship prizes for excel­
lence in C .P .A . examinations. Board of Examiners
4. Terminology
(a) Continue to revise critically, in the light of comments and sugges­
tions received during the year, the tentative report of the commit­
tee dated August 1, 1936.
(b) Consider possibility of employing a lexicographer for the purpose 
of bringing the report into the form and style of similar compila­
tions in other fields.
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(c) Publish the tentative report as finally revised, subject to approval 
of council or executive committee.
(d) Investigate and define new terms called to the attention of the 
committee and redefine where necessary old terms and new applica­
tions of old terms.
(e) Prepare for publication in The Journal of Accountancy discussions 
of basic terms or groups of related terms.
Special Committee on Terminology
B. S E R V IC E S  TO M E M B E R S
1. Publications
(a) Continue publication of The Journal of Accountancy as a technical 
and professional monthly magazine, endeavoring in its contents to 
deal with all matters of enduring interest and practical importance 
affecting the work of accountants.
(b) Continue publication of T h e  C e r t i f i e d  P u b l i c  A c c o u n t a n t , in­
cluding items of general professional interest, personal notes and 
association news.
(c) Endeavor to increase the circulation and volume of advertising of 
The Journal of Accountancy.
(d) Continue the sale of books published under the auspices of the 
Institute.
Committee on Publication
American Institute Publishing Co., Inc.
(e) Produce pamphlets for general distribution, as occasions arise, 
containing committee reports or other matter of interest to the 
general public, such as Examination of Financial Statements, Audits 
of Corporate Accounts, Accounts of Governmental Bodies, Accounting 
Questions and Answers.
(f) Publish the customary year-book, containing list of members and 
associates, officers, council and committees, state society presi­
dents and state boards of accountancy, by-laws and rules of profes­
sional conduct, and proceedings of the annual meeting, committee 
reports, accounts, etc.
Staff of Institute
2. Library
(a) Add to the library’s collection books, pamphlets and other material 
related to accountancy.
(b) Maintain and keep up to date an index to publications on ac­
countancy and related subjects.
(c) Respond to inquiries answerable by reference to published works.
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(d) Increase the circulating collection and from it lend books, pam­
phlets and magazines to members on request.
(e) Provide material for Current Literature department of The 
Journal of Accountancy.
Committee on Administration of Endowment 
Librarian and Staff
3. Bureau of Information
(a) Continue to obtain answers to technical questions submitted by 
members.
(b) Advertise the service of the bureau with a view to increasing the 
scope of its usefulness.
(c) Provide questions and answers of particular interest for publication 
in The Journal of Accountancy.
(d) If demand for information service increases, consider advisability 
of employing technical assistant to facilitate responses to ques­
tions submitted by members, by assisting those members who are 
asked to reply to such questions.
Appropriate Committees and Staff
4. Benevolent Fund
Receive and consider requests for financial assistance from members of 
advanced years in difficult financial circumstances, and advance funds, 
within the limits of available resources, to those who appear to require 
and deserve assistance.
American Institute Benevolent Fund, Inc.
5. Employment
Investigate practicability of maintaining a central employment register 
and placement agency on a scale sufficiently large to meet the needs 
of the profession.
Executive Committee and Staff
6. Lecture and Study Groups
Assist in arrangement of meetings during fall and spring of the lecture 
and study group of New York members and associates, and cooperate 
with state societies in formation of similar groups when desired.
Staff of Institute
7. Reference List of C.P.A’s
Maintain a list of names and addresses of certified public accountants 
throughout the United States with notations of available information 
regarding each, as a basis for response to inquiries about individual ac­
countants received from other accountants, bankers, business institu­
tions and others. Staff of Institute
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C. P U B L I C  R E L A T IO N S
1. Natural Business Year
Continue to support efforts of the Natural Business Year Council to
educate business public to advantages of adopting fiscal years best
suited to the needs of individual enterprises. Specifically:
(a) Encourage state societies of certified public accountants to con­
tinue local efforts through which the subject may be brought to the 
attention of the business men of each community.
(b) Correspond on behalf of the Natural Business Year Council with 
trade and business associations in an effort to have the subject of 
the natural business year brought to the attention of association 
members.
(c) Cooperate with Dun & Bradstreet, Inc., in development of a list of 
recommended closing dates for various specific trades and indus­
tries.
(d) Through public press, trade press, addresses at organization meet­
ings, and publications of the Institute, secure as much publicity as 
possible for the movement in favor of the natural business year.
(e) Endeavor to obtain active support for the principle of the natural 
business year from organizations and government bodies in addi­
tion to those whose cooperation has already been obtained.
(f) Continue efforts through lawyers and institutions which advise in 
the incorporation of new companies to provide for adoption of nat­
ural fiscal years by incipient corporations.
Special Committee on Natural Business Year
2. Cooperation with Other Bodies
(a) New York Stock Exchange— Continue to consult with the ex­
change on accounting questions related to listing statements and 
annual reports to stockholders and other matters of mutual 
interest. Special Committee on Cooperation with
Stock Exchanges
(b) Securities and Exchange Commission— Continue to advise S.E.C. 
on proposed regulations affecting accounting and accountants 
under the securities act of 1933 and the securities-exchange act of
1934.
Review stop-order decisions of S.E.C. and refer to committee on 
professional ethics, or the appropriate state society, apparently 
justified criticisms of financial statements certified by members of 
the Institute or other certified public accountants.
Special Committee on Cooperation with S.E.C.
(c) Robert Morris Associates— Continue to discuss with this organiza­
tion accounting questions related to financial statements for credit
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purposes; consider the possibility of issuing to bankers brief bulle­
tins dealing with the accountant’s relations with client and banker, 
his responsibilities and his limitations; arrange for the appearance 
of Institute members at meetings of the Robert Morris Associates 
and its chapters to discuss questions of mutual interest.
Special Committee on Cooperation with Bankers 
Investment Bankers Association of America— Continue to discuss 
with this organization accounting questions related to financial 
statements for purposes of prospectuses.
Special Committee on Cooperation with 
Investment Bankers
(d) National Association of Credit Men— Develop closer relations 
between accountants and credit men; stimulate discussion of prob­
lems of mutual interest by means of joint meetings in various parts 
of the country and exchange of information for publication in the 
magazines of the Institute and the Association.
Special Committee on Cooperation with Credit Men
(e) American Bar Association— Continue to discuss with this associa­
tion any questions which may arise of mutual interest to lawyers 
and accountants.
In particular, keep careful watch of proposed legislation or court 
action directed against alleged unauthorized practice of the law, in 
order to safeguard proper and legitimate interests of certified public 
accountants.
Special Committee on Cooperation with 
Bar Association
(f) National Association of Securities Commissioners— Respond to 
requests received from this association for advice on accounting 
questions arising in administration of state blue-sky laws.
Special Committee on Cooperation with 
State Securities Commissioners
(g) Trade associations— Continue to advise trade association secre­
taries of the appointment of cooperating committees by state 
societies in states in which association headquarters are situated; 
when requested, provide certified public accountants as speakers at 
trade association meetings; study ways and means by which the 
profession may cooperate with trade associations to mutual 
advantage.
Special Committee on Cooperation with 
Trade Associations
(h) Maintain present friendly informal relationships with National 
Association of Cost Accountants, American Management Associa­
tion, Treasury Department, Department of Commerce and Federal 
Trade Commission.   Officers of the Institute
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3. Public-Utility Accounting
(a) Continue to respond to requests for advice on public-utility ac­
counting matters from governmental regulatory bodies, such as the 
Securities and Exchange Commission, Federal Power Commission, 
Federal Communications Commission, Interstate Commerce Com­
mission, and National Association of Railroad and Utilities Com­
missioners.
(b) Initiate research into accounting systems and related rules and 
regulations promulgated by governmental regulatory bodies, with 
a view to determining how the influence of the profession may be 
most effectively directed toward bringing about uniformity in such 
systems, rules and regulations.
(c) Cooperate with associations representing the industry, to the extent 
that opportunity offers, in the consideration of accounting prob­
lems affecting the industry.
(d) Approve and encourage, by all proper methods, the adoption of 
sound and accepted accounting practice and procedure by the 
industry and by the bodies charged with its regulation.
Special Committee on Public-Utility Accounting
4. Governmental Accounting
(a) Continue close cooperation with the National Committee on 
Municipal Accounting in the preparation and publication of techni­
cal studies on phases of municipal accounting and auditing.
(b) Seize all opportunities to publicize the importance of independent 
audits of municipalities and other governmental subdivisions and 
the undesirable effects of awarding contracts on the basis of bids.
(c) Attempt to develop a program through which certified public ac­
countants not experienced in municipal accounting may equip 
themselves to undertake municipal work, to the end that inde­
pendent certified public accountants may be engaged as municipal 
auditors without question of their competence.
Special Committee on Governmental Accounting
5. Building-and-Loan Accounting
Continue cooperation with Federal Home Loan Bank Board in an 
effort to devise program of independent audit of savings-and-loan 
associations insured by the Federal government, and recommend forms 
of financial statements and auditors’ certificates which will satisfy 
requirements of the board and make it unnecessary that audits of 
associations be conducted by examiners employed by the board.
Cooperate to whatever extent may be possible with the American 
Savings and Loan Institute.
Special Committee on Savings-and-Loan Accounts
The Certified Public Accountant 9
6. Social-Security Act
Study regulations issued by the Bureau of Internal Revenue on the 
social-security act and consider problems that may be presented by 
members in connection therewith. If necessary, consult with the social- 
security tax unit of the Bureau of Internal Revenue and with the 
Social Security Board. Advise the membership of any matter of wide­
spread importance that may arise involving accounting and record­
keeping under the social-security act.
Special Committee on Social-Security Act
7. Publicity
Release to the public press, trade publications and other magazines, 
reports of activities of the Institute or its committees which might be of 
public interest, and maintain a file of clippings containing reference to 
the Institute.
Staff of the Institute
D. L E G IS L A T IO N
1. Federal Legislation
(a) Keep informed of activities of the Treasury Department and 
Congressional committees in any proposed revision of the Federal 
revenue act and related regulations.
(b) Through the publications of the Institute or by circular letter, 
notify members and state societies of proposed changes.
(c) Serve as a clearing house for recommendations concerning Federal 
taxation offered by state societies or members.
(d) B y filing memoranda or by oral testimony, present the views of the 
profession at hearings on proposed tax legislation.
Committee on Federal Taxation
(e) Keep informed also of proposed legislation, other than tax legisla­
tion, which would affect the practice of accounting and advise the 
membership through the Institute’s publications. If circumstances 
warrant, recommend to the executive committee that the Institute 
take such measures as may be practicable to oppose or support 
such bills.
Appropriate Committees and Staff
2. State Legislation
(a) Advise members and associates of the introduction of state legisla­
tion of interest to accountants.
(b) Respond to requests from state societies for advice on legislative 
matters.
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(c) Cooperate with state societies in opposing bills inimical to certified 
public accountants, and endeavor to obtain support of other organ­
izations in the fields of banking, finance, business and law in opposi­
tion to such bills.
(d) Continue the endeavor to formulate and submit for discussion 
among state societies fundamental principles of accountancy legis­
lation which, if adopted, would result in consistency, if not uni­
formity, in accountancy legislation throughout the country.
(e) Coöperate with Commerce Clearing House, Inc., in production of 
an information service covering state accountancy laws, board 
rules and related court decisions, to the end that complete and 
accurate information may be available.
Committee on State Legislation
E. P R O F E S S IO N A L  R E L A T IO N S
1. State Societies
(a) Call at least one meeting of the Advisory Council of State Society 
Presidents during the year, and cooperate in arrangements for the 
meeting.
(b) Cooperate in arrangement of regional meetings of groups of neigh­
boring state societies.
(c) Advise state societies through special communications of matters of 
interest occurring through the year.
(d) Seek the advice of the Advisory Council of State Society Presidents 
on matters of general policy confronting the Institute.
(e) Endeavor to assist state societies in planning their activities and in 
carrying out their work.
(f) Assist in securing speakers for regular and regional meetings of 
state societies.
Officers, Council and Executive Committee
(g) Send official representatives of the Institute to visit at least 16 of 
the state societies during the year, in order that in each three-year 
period every state society in the country will have had an oppor­
tunity to learn at first hand about the Institute’s work and its 
objectives, and in order that the officers of the Institute may learn 
at first hand the problems and opinions of the various state 
societies.
Officers, Members of Council and Committees
2. Foreign Societies
Continue to maintain friendly relations with foreign societies of pro­
fessional accountants.
Officers of the Institute
The Certified Public Accountant I I
F . M E M B E R S H IP
1. N ew  Members
(a) In coöperation with state societies, if possible, encourage eligible 
certified public accountants to become members or associates of the 
Institute. Special Committee on Membership
(b) Send to persons granted C .P .A . certificates during the year infor­
mation concerning the activities of the Institute and requirements 
for admission. Staff of Institute
(c) Investigate applications for admission to determine whether each 
applicant satisfies educational experience and examination require­
ments for entrance. Board of Examiners
2 . Present Members
Investigate causes of resignation submitted by members and associates, 
or any expression of dissatisfaction by members and associates, in order 
that in so far as possible mistakes of policy or execution may be corrected 
and misunderstanding of the Institute’s attitude on any question may 
be eliminated. Staff of Institute
G. A D M IN IS T R A T IO N
1. Requirements o f By-laws
Send notices, as required by the by-laws, of regular meetings of the In­
stitute, of its subsidiary corporations and of the council, and keep 
proper minutes of such meetings; fulfill the requirements of the by-laws 
regarding collection of dues, keeping of accounts, audits of accounts and 
preparation of budget for coming year; provide for proper notification to 
the membership of findings of the committee on nominations, proposed 
amendments to the by-laws, etc.
2. General Routine
Maintain the building at 135 Cedar street in good repair; continually 
check the Institute’s portfolio of investments in an effort to avoid losses 
of income or capital; arrange necessary meetings of committees, keep 
records of their conclusions and prepare appropriate reports of their 
activities to the council; respond to miscellaneous inquiries from indi­
vidual accountants and others; execute all other administrative and 
routine duties necessary to the proper completion of the work outlined 
in this program.
Appropriate Committees, Officers and Staff
September 1, 1937
American Institute of Accountants
Fiftieth Anniversary Celebration
A S  THIS bulletin reaches its readers, 
A  the celebration of the fiftieth 
anniversary of the founding of the 
American Institute of Accountants is 
about to begin at New York. More than
2,000 members and guests are expected 
to attend what will be the most memo­
rable meeting in the history of the pro­
fession in this country. No effort has 
been spared to assure that every feature 
of the program will be entirely fitting 
to the significance of the occasion.
S p e a k e r s
As guest speakers there will be: 
Raymond Moley, professor of public 
law at Columbia University, editor of 
News Week magazine and former As­
sistant Secretary of State; Charles R. 
Gay, president of the New York Stock 
Exchange and senior partner of one of 
the oldest firms in Wall Street; Johnson 
O’Connor, a pioneer in the field of vo­
cational psychology and director of 
the human-engineering laboratory at 
Stevens Institute of Technology; Ed­
win B. George, economist of Dun & 
Bradstreet, Inc., and formerly closely 
associated with the National Recovery 
Administration; and Grover A. Whalen, 
president of the New York World’s 
Fair 1939.
Mr. Moley will speak at the first 
general session on October 19th, and 
Mr. Gay will make an address at the 
banquet on the evening of October 21st. 
Mr. O’Connor will lead round-table 
discussion on the subject of “ Aptitude
Attention
The opening session of the celebra­
tion of the fiftieth anniversary of the 
Institute will be convened promptly at 
9:00 a .m ., Tuesday, October 19th, and 
all who expect to attend are urged to be 
present at that time.
tests for staff accountants” on Wednes­
day, October 20th, and on the same day 
Mr. George will lead round-table dis­
cussion of the subject, “ Pricing product 
under the Robinson-Patman act.” Mr. 
Whalen will deliver an address of 
welcome at the first general session on 
October 19th.
Three members of the Institute will, 
on October 21st, present papers of an 
historical nature. Norman E. Webster, 
of New York, will discuss “ Public ac­
countancy in the United States” ; Nor­
man L. McLaren, of San Francisco, 
“ The relationship between accounting 
and taxation in the United States” ; 
Andrew Stewart, of New York, “ A 
history of the relations between the 
accounting profession and regulatory 
bodies in the United States.”
R o u n d -t a b l e  D i s c u s s i o n s
Eight other members of the Insti­
tute will lead round-table discussions, 
as follows:
Rodney F. Starkey, of New York
“ Developments in accounting theory 
and practice since 1929”
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Joseph J. Klein, of New York
“ Reorganizations under the revenue 
act”
James H. Wren, of New York 
“ Accountants’ certificates”
Maurice E. Peloubet, of New York 
“ Inventory— what is the lower of 
cost or market?”
Homer N. Sweet, of Boston
“ Practice problems of accountants 
in connection with registration 
statements ”
George P. Ellis, of Chicago
“ Accounts of governmental author­
ities
Jacob B. Taylor, of Columbus, Ohio 
“ Education for the accountant” 
Charles B. Couchman, of New York 
“ To what extent can the practice of 
accounting be reduced to rules 
and standards?”
B an q u et
The climax of the celebration will be 
the banquet on October 21st. On that 
occasion the Institute will be host to 
the official representatives of some 15 
foreign accounting bodies and to many 
distinguished representatives of the 
professions and allied fields of industry 
and commerce in the United States. 
The representatives of accounting so­
cieties of other lands were listed in the 
September bulletin. The following are 
among the other guests who are ex­
pected to attend the banquet:
Roswell Magill, Under-secretary of the 
Treasury
Guy T. Helvering, Commissioner of 
Internal Revenue 
Milton E. Carter, Assistant to the 
Commissioner of Internal Revenue 
George C. Mathews, member of the 
Securities and Exchange Commission 
Carman G. Blough, chief accountant of 
the Securities and Exchange Com­
mission
John W. O’Leary, chairman of the ex­
ecutive committee of the Chamber 
of Commerce of the United States
Harlan H. Horner, assistant commis­
sioner for higher education of the 
University of the State of New York 
Dean K. Worcester, executive vice- 
president of the New York Stock 
Exchange
Eugene Lokey, executive assistant to 
the committee on public relations of 
the New York Stock Exchange 
John Haskell, secretary to the com­
mittee on stock list of the New York 
Stock Exchange 
Paul Fielden, president of the National 
Association of Credit Men 
William F. Marsh, president of the 
National Association of Cost Ac­
countants 
Ray M. Gidney, president of the 
Robert Morris Associates 
Philip F. Gray, chairman of Robert 
Morris Associates’ committee on 
cooperation with public accountants 
Alvin E. Dodd, president of American 
Management Association
B u sin e ss  S e ssio n s  
On the morning of October 22nd 
there will be an open session at which 
the official business of the Institute 
will be transacted, including the pres­
entation of annual reports, the election 
of officers, and the selection of the next 
meeting place.
The council of the Institute will meet 
in executive session on October 18th 
and again on October 22nd.
A d v iso r y  C o uncil 
As is customary, the Advisory Coun­
cil of State Society Presidents will hold 
a meeting in conjunction with that of 
the Institute. Convening on the after­
noon of October 18th, the state society 
presidents will discuss such current 
questions as:
Relations with the bar 
Public relations for the profession 
Programs of activities for state soci­
eties
Ways and means of furthering the 
natural business year.
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This will be an open session, and all who 
are registered for the meeting are 
invited to attend.
S tate  E x a m in e r s
Representatives of state accountancy 
boards will be the guests of the New 
York State Board of Certified Public 
Accountant Examiners at luncheon on 
October 19th and after luncheon will 
meet, in open session, for discussion of 
various problems arising in the admin­
istration of certified-public-accountant 
laws. A feature of this session will be 
the presentation, by a representative of 
the Institute, of a gold medal to 
Thomas P. Morgan, of Los Angeles, as 
winner of the Elijah Watt Sells award 
for excellence in the certified public 
accountant examinations held in No­
vember, 1936.
N e w  Y o r k  S tate  S ociety
The New York State Society of 
Certified Public Accountants will be 
host to the visiting members of the 
Institute at a reception and cocktail 
party on the evening of October 18th. 
The state society also on this day will 
hold a special meeting to which mem­
bers of the Institute and their guests 
are invited. There will be discussion of 
“ Economics of machine accounting,” 
led by the society’s committee on 
accounting machinery, of which J. 
Andrew Crafts is chairman, and an 
address on the subject, “ Recent de­
velopments in budgetary control,” by 
Edmund S. LaRose, assistant controller 
of Bausch & Lomb Optical Company.
E s s a y  C ontest
The results of the fiftieth-anniversary 
essay contest, under the terms of which 
$500 is to be awarded to the member or 
associate of the Institute who submits 
the best essay on the subject, “ To 
what extent can the practice of ac­
counting be reduced to rules and 
standards?” , will be known by the 
time the meeting convenes, and the 
winning essay will be the subject of 
discussion at a round-table session on 
October 20th, to be conducted by 
Charles B. Couchman, of New York. 
It is expected that the winner will be 
present at this session to receive the 
prize in person.
S o u ve n ir  B o o k
Payment of the registration fee will 
entitle those in attendance to receive a 
copy of the souvenir book containing 
the complete proceedings of the meet­
ing, to be published as soon after the 
meeting as the material can be as­
sembled. Copies of the book will be 
made available at cost to other mem­
bers of the Institute.
G olf and  T ennis
The annual tournament for posses­
sion of the Missouri golf trophy will be 
held on October 20th, with the main 
competition at Baltusrol Golf Club, 
Short Hills, New Jersey. The New 
Jersey State Society of Certified Pub­
lic Accountants will be host at this 
club for refreshments. There will also 
be competition for the Missouri tennis 
trophy, among teams representing 
state societies, at the West Side Tennis 
Club, Forest Hills, Long Island.
E n tertain m en t
Elaborate provision has been made 
for the entertainment of members of 
the Institute and their guests during 
the meeting. In addition to the recep­
tion and cocktail party to be given by 
the New York State Society, the ban­
quet and the golf and tennis tourna­
ments, there will be a dinner dance on 
the evening of October 19th, a motor 
trip up the Hudson river to West Point, 
a special lecture at the Hayden Plane­
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tarium and many optional forms of 
recreation. A special program of enter­
tainment for ladies has been prepared. 
Music at the dinner dance and the 
banquet will be by Harry Meyer and 
his NBC orchestra.
A report of the proceedings of the 
celebration and annual meeting will 
appear in the November issue of this 
bulletin.
Election of Members
In the absence of protest, the presi­
dent has declared elected, as members 
and associates respectively, 54 appli­
cants whose election had been recom­
mended by the board of examiners and 
approved by the council by mail ballot. 
Following are the new members and 
associates:
A dvan ced  to M e m b e r sh ip  
Leslie Mills, New York, N. Y.
A dmitted  a s  M e m b e r s
John Ross Bates, Jr., Hartford, Conn. 
John W. Boulter, New York, N. Y. 
Frank S. Calkins, Richmond, Va. 
Joseph Campbell, New York, N. Y. 
Thomas J. Cogan, New York, N. Y. 
Albert R. Cox, Canton, Ohio 
Louis W. Edwards, Detroit, Mich. 
Joseph E. Feinsilver, Boston, Mass. 
Raymond E. Glos, Oxford, Ohio 
James C. Goldrainer, Portland, Ore. 
Ralph S. Good, Rochester, N. Y.
John R. Jacobsen, New York, N. Y. 
David Joseph, New York, N. Y.
Leslie A. Kimble, Roanoke, Va.
Harry I. Langson, Chicago, Ill.
Martin K. Layer, New York, N. Y. 
Arthur H. Mayginnes, Tulsa, Okla. 
Louis A. Miazza, Jackson, Miss. 
Eugene F. Moore, Atlanta, Ga.
Charles A. Naylor, Tulsa, Okla. 
Clarence A. Phillipson, Milwaukee, 
Wis.
Fred E. Pflughaupt, San Antonio, Tex. 
Percy W. Pogson, Jr., El Paso, Tex.
George L. Rosenbloom, Philadelphia, 
Pa.
Mark B. Schreiner, Chicago, Ill. 
Stoughton Sterling, Philadelphia, Pa. 
Harry M. Turnburke, Clearwater, Fla. 
Arthur H. Waite, Jr., Atlanta, Ga. 
Harry W. Wallis, Worcester, Mass.
W. Lewis Wilson, Thomasville, Ga.
A dmitted a s  A sso c ia t e s
Cecil R. Adams, Longview, Wash. 
James West Allen, Nashville, Tenn. 
Homer J. Belanger, New York, N. Y. 
James A. Butler, Milwaukee, Wis. 
Harvey H. Corydon, Dayton, Ohio 
Arthur M. Dewey, Cleveland, Ohio 
Joseph D. Foster, Canton, Ga.
Harry B. Fry, New York, N. Y. 
Daniel E. Gatewood, Jr., Winston- 
Salem, N. C.
Howard F. Greene, Chicago, Ill. 
Edward C. Hamrick, Winston-Salem, 
N. C.
Hosea M. Hantz, Cheyenne, Wyo. 
Herbert E. Hetu, Sharon, Pa.
Roy E. Holcomb, Nevada, Mo.
DeLos L. Hopkins, Milwaukee, Wis. 
Robert Lee Kane, Jr., Kansas City, 
M o.
O. L. Kay McKibben, Pittsburgh, Pa. 
John P. Moran, New York, N. Y. 
Thomas J. Morgans, Jr., Sioux Falls,
S. D.
Raymond F. Ostrander, New York, N. Y. 
Richard N. Rigby, Boston, Mass.
C. B. Talley, Danville, Va.
Clyde A. Zukswert, Newark, N. J.
Visitors at Institute Office
The following visitors from out of 
town called at the offices of the Insti­
tute at 135 Cedar street during recent 
weeks:
William J. Carter, Atlanta, Ga.
Carl Ehrengart, Jersey City, N. J. 
Charles C. Fuchs, Granite Springs, N.Y. 
Ralph S. Johns, Newark, N. J. 
Lawrence B. Maddison, Chicago, Ill. 
L. A. Mallett, Chicago, Ill.
J. H. Nance, Dallas, Texas 
Rodney D. White, Seattle, Wash,
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Committee Reports
A pamphlet containing reports to be 
presented at the meeting of council of 
the Institute on October 18th has been 
distributed in advance to council 
members and also to members of the 
Advisory Council of State Society 
Presidents and to the presidents of 
state-society chapters.
Examinations
The regular fall examinations of the 
American Institute of Accountants will 
be held on November 18th and 19th, 
and cooperating state accountancy 
boards will hold simultaneous sessions. 
Following is the schedule of examina­
tions:
T h u r sd a y , N o v em be r  18, 1937
9:00 a .m . to 12:30 p .m . Auditing.
1:30 p .m . to 6:30 p .m . Accounting 
theory and practice. Part I.
F r id a y , N o vem be r  19, 1937 
9:00 a .m . to 12:30 p .m . Commercial law. 
1:30 p .m . to 6:30 p .m . Accounting theory 
and practice. Part II.
Controllers Institute Meeting
The American Institute of Account­
ants was represented at the sixth an­
nual meeting of the Controllers Insti­
tute of America by the secretary, who 
attended a banquet held at the Wal­
dorf-Astoria in the evening of October 
5th, which marked the close of a two- 
day meeting. Speakers at the banquet 
were John T. Madden, dean of the 
New York University school of com­
merce, accounts and finance and a 
member of the American Institute 
of Accountants, and the Honorable 
George L. Barnes, former president, 
Associated Industries of Massachu­
setts. Paul J. Urquhart, retiring presi­
dent of the Controllers Institute, acted 
as toastmaster.
Institute Represented at 
Engineers Meeting
The secretary of the American Insti­
tute of Accountants addressed a lunch­
eon assembly at the annual convention 
of the National Society of Professional 
Engineers on October 9th, at the Hotel 
Commodore, New York. His subject 
was “ Problems of the professions.”
Institute Committee Recommends 
Amendment of Revenue Act
The Institute’s committee on Federal 
taxation, on September 23rd, presented 
to the appropriate authorities at Wash­
ington a comprehensive report on the 
Federal revenue laws recommending 
numerous changes in the method of 
taxing corporate income and specific 
changes in the revenue act of 1936.
The report was submitted to the 
ranking officers of the Treasury De­
partment and the Bureau of Internal 
Revenue, to the chairmen and members 
of the Senate finance committee and 
House ways and means committee, and 
to the members of the joint committee 
of House and Senate on Federal revenue 
legislation, as well as to the Chamber 
of Commerce of the United States, the 
National Association of Manufacturers 
and other organizations. The full text 
of the report is to be published in the 
November issue of The Journal of 
Accountancy.
The report has attracted wide at­
tention in the press, and there are 
indications that its recommendations 
are being considered seriously by those 
who are reported to be engaged in re­
vision of the Federal revenue laws.
The Institute’s committee consists of 
Victor H. Stempf, of New York, chair­
man; Berl G. Graham, of Cincinnati; 
Wayne Kendrick, of Washington; J. S. 
Seidman, of New York; and Clarence 
L. Turner, of Philadelphia.
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S u m m ar y  of R ecom m endations
Following is a brief summary of the 
report:
The report of the committee opened 
with a statement of the urgent need for 
the determination of fixed principles of 
Federal income taxation, having a 
closer relation to sound accounting and 
conservative business practice. Busi­
ness can adjust itself to changing rates 
of taxation, the report said, but to face 
the future confidently it must have 
reasonable assurance of the character 
and basis of such taxation, predicated 
upon ascertained facts and not upon 
guesswork. While the regulations of the 
Treasury Department profess to give 
recognition to accepted accounting 
practices, grave injustices occur as the 
result of changes made by the Bureau 
of Internal Revenue in the reports of 
annual net income filed in good faith by 
taxpayers. The comparative frequency 
of such instances demonstrates the dif­
ferences between “ tax accounting” and 
“ business accounting.” The condition 
will be gravely accentuated by the 
steeply graduated surtax on undis­
tributed profits.
This surtax is unsound in principle 
and should be repealed, the committee 
stated. It ignores recognized credit 
standards and invites violations of the 
rudiments of corporate finance by 
placing a premium on the immediate 
distribution of earnings and even on the 
creation of debt to facilitate such dis­
tribution. The committee reiterated the 
recommendation made to the Senate 
finance committee in May, 1936, “ that 
a higher corporate normal tax be en­
acted, coupled with a ‘drawback’ at a 
fixed rate to be applied to the amount 
of dividends paid during the taxable 
year, as a credit against the corporate 
income tax.” It also suggested broaden­
ing of the income-tax base.
The committee further recommended 
the principle of taxing corporate income 
on the basis of average earnings for five 
years, believing it to be inequitable to 
exact heavy taxes upon the full profits 
of successful years without relief in 
respect of unprofitable years. This 
method would minimize administrative 
problems and controversies as to the 
year in which an item belongs and 
would automatically give effect to the 
principle of carrying over net losses.
If  it be impossible to obtain repeal of 
the existing corporate surtax, the fol­
lowing modifications were urged by the 
committee:
The corporate surtax should be levied 
on undistributed profits and not on 
undistributed taxable income. 
Recognition should be given to state 
laws restricting the payment of divi­
dends.
A portion of adjusted net income should 
be exempt from the surtax on undis­
tributed profits to provide some 
measure of relief on account of 
disallowance of certain expenses and 
provisions for losses.
Corporations operating under creditor’s 
extension agreements should be ex­
empt from the surtax on undis­
tributed profits.
The recommendations made by the 
National Bankruptcy Conference af­
fecting income taxes incident to 
reorganizations under section 12 of 
the bankrupcy act should be adopted. 
Earnings used or set aside to retire 
indebtedness should be allowed as a 
credit regardless of the lack of a 
contract providing for such disposi­
tion.
The dividends-paid credit should be the 
amount of dividends paid during the 
year ending 90 or 120 days after the 
end of the taxable year.
To provide relief from the penalty 
which may be imposed when the 
Treasury, upon examination of a re­
turn, changes the adjusted net in­
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come originally determined in good 
faith by the taxpayer, a dividends- 
paid credit for the amount of any 
dividend distribution made within 60 
days of the final determination of 
additional income should be allowed. 
Similar relief should be granted in 
respect of disallowance of dividends- 
paid credit.
The present method of taxing capital 
gains and losses is perilous to eco­
nomic stability and should be modi­
fied. It is recommended that capital 
gains and losses be segregated in a 
separate schedule from other income 
and be made taxable at a moderate 
flat rate, without subjection to per­
centages depending on the period 
during which the asset was held. The 
$2,000 limitation on net capital losses 
should be removed and the right to 
carry forward net capital losses as an 
offset to gains for a period of five 
years should be established. 
Consolidated returns should be re­
quired. They conform to recognized, 
sound accounting practice and con­
stitute the simplest way to obtain a 
correct statement of income for 
affiliated companies.
Expenses incurred in the production of 
taxable income— such as investment- 
service fees, custodian fees, commis­
sions paid for selling property result­
ing in taxable gain or loss— should be 
allowed as deductions even though 
such income does not arise from a 
trade or business.
In conclusion, the committee stressed 
the ill effects of experimentation and 
shifting of the form and incidence of 
taxation. It stated that the Adminis­
tration could do no one other thing of 
greater importance to assure the future 
stability of business than to bring about 
the creation of a qualified, non-partisan 
commission to conduct the research 
required for the unbiased determination 
of fixed principles of Federal income 
taxation.
E dito rial  C omment
On September 29th the following 
editorial appeared in the New York 
Times:
“ There are reports that the Treasury 
Department, yielding to some of the 
criticisms that have been made of the 
undistributed-profits tax on corpora­
tions, will shortly recommend at least 
some modifications of that tax designed 
to relieve corporations in debt and 
small business concerns. Such modifica­
tions should be warmly welcomed, 
though they would have to be more ex­
tensive than seems likely if they are to 
remove the fundamental objections to 
the tax.
“ The undistributed-profits tax was 
enacted into law in spite of a weight 
of testimony against it so impressive 
that the Senate rejected it when it first 
came from the House and only yielded 
to a bad compromise after the tax 
measures of both bodies had gone to 
conference. The passage of time, so far 
from showing that any of the leading 
objections originally made against the 
measure were unwarranted, has fully 
confirmed them and revealed new 
objections.
“ The United States Chamber of 
Commerce, in a detailed analysis, once 
more sharply emphasizes the hardships 
and inequities that the tax works on 
corporations prohibited by state laws 
from distributing earnings, on corpora­
tions that cannot tell what their earn­
ings are until a few months after the 
end of the year but must pay them out 
in dividends or be penalized, and on 
small corporations as compared with 
large ones. The small corporations are 
hit more severely than the large and 
well established corporations in two 
ways: they cannot grow by the normal 
method of plowing back their own 
earnings into their business, and they 
are not well enough known successfully 
to offer new stock on the market to re­
place the capital that they pay out to 
escape the tax penalty. Above all, the
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chamber contends that the denial of the 
right to build up reserves during a 
period of depression must tremendously 
enhance the severity of the next de­
pression period.
“ The American Institute of Ac­
countants also urges a detailed list of 
recommendations for the purpose of 
removing at least the worst injustices 
of the undistributed-profits tax even on 
the assumption that the principle of 
the tax is retained. The Institute de­
clares that none of the changes effected 
in Federal income taxation in the past 
two decades has ‘had such a devastat­
ing effect upon business’ as this tax. 
The criticisms of this body are particu­
larly significant because it is made up, 
not principally of the interests who pay 
the tax, but of the persons who calcu­
late those payments and who are daily 
struck by the comparative inequities 
involved. The accountants make other 
recommendations, such as the broaden­
ing of the personal income tax, the 
modification of the corporation income 
tax to allow carrying forward losses 
from bad years, and the modification of 
the present method of taxing capital 
gains and losses on the ground that it is 
‘perilous to economic stability.’ But 
perhaps their most important recom­
mendation, which, one may hope, will 
be seriously considered, is that the 
Administration bring about a ‘ qualified 
nonpartisan commission’ to study the 
whole taxation problem.”
Professional Publication
The Bulletin of the District of Co­
lumbia Institute of Certified Public 
Accountants recently began its second 
year. The Bulletin, which formerly 
consisted of 4 to 14 mimeographed 
pages, now appears as a printed maga­
zine of 24 pages.
It is issued quarterly. It is edited by 
Simon W. Levitan, and the following 
associate editors: Harold C. Anderson, 
James R. Kirkland, Benjamin Regardie 
and Julius Sinker.
Woman’s Society of C .P.A’s
The annual dinner of the American 
Woman’s Society of Certified Public 
Accountants was held at Chicago on 
September 25th with Miss Martha 
Ziegler, instructor in political science of 
Northwestern University, as principal 
speaker.
Annual Meeting of Ohio Society
New problems created for the pro­
fessional accountant and the business 
executive by recent tax laws and 
regulatory measures enacted in Wash­
ington were important themes for dis­
cussion at the annual meeting of the 
Ohio Society of Certified Public Ac­
countants held in Columbus from 
September 30th to October 2nd, in­
clusive. More than 200 members of the 
society, representing its five chapters 
in Columbus, Cincinnati, Cleveland, 
Dayton and Toledo, attended the 
meeting and elected Homer L. Dalton, 
of Toledo, as president.
The American Institute of Account­
ants was officially represented by John 
L. Carey, secretary, and Frank A. 
Gale, assistant secretary.
Discussion of plans for a tri-state 
accounting conference under the aus­
pices of the state societies in Ohio, 
Indiana and Michigan, with the active 
cooperation of the Institute, was an­
other feature of the meeting. Tentative 
plans call for holding of the conference 
in Toledo next June.
Cletus M. Laux, president of the 
Michigan Society of Certified Public 
Accountants, and John S. Lloyd, sec­
retary of the Indiana Association of 
Certified Public Accountants, were 
present and took active part in dis­
cussion of suggested program events 
and speakers for the tri-state meeting.
Speakers at the Columbus meeting 
included J. S. Seidman, of New York,
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who is a member of the committee on 
Federal taxation of the American In­
stitute of Accountants. Mr. Seidman’s 
subject was “ Federal income taxes.” 
His address was given at a dinner meet­
ing held at the Scioto Country Club on 
the evening of Thursday, September 
30th. Mr. Seidman was introduced by 
Irwin G. Stirgwolt, president of the 
Columbus chapter of the Ohio society.
At the same dinner meeting an ad­
dress of welcome was given to the 
visiting members by James A. Maddox 
of the public relations committee of the 
Columbus Chamber of Commerce. Mr. 
Dalton, whose election to be president 
of the society had not yet taken place, 
spoke in response to Mr. Maddox as a 
vice-president of the Ohio society.
At the morning session held at the 
Neil House, Columbus, on Friday, 
October 1st, Daniel M. Shonting, 
assistant professor of accounting at 
Ohio State University, spoke on “ Prepa­
ration and interpretation of govern­
mental accounting reports.” Professor 
Shonting is the former chief of the 
bureau of accounting of the state of 
Ohio and is a member of the committee 
on municipal accounting of the Ameri­
can Accounting Association.
Mr. Carey also spoke briefly at the 
morning session. He promised the co­
operation of the American Institute in 
the activities of the Ohio society, dis­
cussed the coming tri-state conference, 
and outlined briefly the need for ac­
tivity by accountants in the natural- 
business-year campaign. Mr. Carey 
introduced Mr. Gale to those present.
Round-table discussions and the 
Ohio society golf tournament were 
features of the afternoon program on 
October 1st. In the evening, there were 
addresses by Charles S. Leasure, chair­
man of the unemployment-compensa­
tion commission of Ohio and Dr. H. 
Gorden Hayes, economist and former
chief of the division of economic re­
search of the United States Depart­
ment of Commerce. Mr. Leasure 
discussed the Ohio unemployment- 
compensation act, and Mr. Hayes had 
as his subject “ Economic aspects of 
recent developments in government 
regulation of business.” Following these 
addresses, announcement was made of 
the results of elections.
The new officers elected in addition 
to Mr. Dalton are:
Vice-president— Gordon S. Battelle, of 
Dayton
Secretary-treasurer— Harry W. Cuth­
bertson, of Dayton
Directors elected are:
Vernon J. Moore, of Cleveland 
Berl G. Graham, of Cincinnati 
Jacob B. Taylor, of Columbus 
James P. Cornetet, of Columbus
An address on the “ Tentative state­
ment of accounting principles,” issued 
by the American Accounting Associa­
tion, was given Saturday morning, 
October 2nd, by Eric L. Kohler, vice- 
president of the American Accounting 
Association.
The annual meeting was held under 
the general chairmanship of Vernon J. 
Moore, of Cleveland, retiring president 
of the Ohio Society. Assisting Mr. 
Moore were Mr. Stirgwolt, introducing 
the speakers at the dinner on Septem­
ber 30th; Louis G. Battelle, a past 
president of the Ohio Society, who 
introduced the speakers at the morning 
session on October 1st, and Jacob B. 
Taylor, of Ohio State University, who 
introduced the speakers at the dinner 
meeting on October 1st.
The general chairman of arrange­
ments for the meeting was James P. 
Cornetet, of Columbus. Hermann C. 
Miller, professor of accounting at Ohio 
State University, was head of the 
speakers committee.
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Law and Accountancy
At the sixtieth annual meeting of the 
American Bar Association, held at 
Kansas City, Mo., September 27th to 
October 1st, the standing committee 
on unauthorized practice of the law pre­
sented a report from which the follow­
ing excerpts, which pertain particularly 
to the practice of public accounting, are 
taken:
“ It has been found necessary to 
inaugurate a special investigation of 
the activities of accountants with the 
view to taking energetic steps to sup­
press their unauthorized practices.
“ One of the more effective and 
satisfactory methods which the com­
mittee has used in the past, and has 
continued, is that of conferring with 
lay groups whose activities are arousing 
concern. The more important confer­
ences held were with the committee on 
relations with the bar of the American 
Bankers Association, trust-company 
division; with representatives of the 
Association of Interstate Commerce 
Practitioners; with representatives of 
collection agencies operating through­
out the nation; and with a committee 
of the American Institute of Account­
ants. . . .
“ The committee’s attention has re­
peatedly and with increasing insistence 
been called to the unauthorized prac­
tice of the law by accountants. A gen­
eral movement seems to be developing 
on the part of local bar associations in 
respect of these activities.
“ The committee conferred with 
representatives of the American Insti­
tute of Accountants in March and 
May, for the purpose of formulating a 
statement of practices and activities 
constituting the unauthorized practice 
of law in which accountants may not 
engage. A tentative draft of such a 
statement has been prepared by the 
committee and is now receiving the 
consideration of the committee repre­
senting the accountants. Local bar 
associations have undertaken similar
conferences with representatives of the 
accountants of their state.
“ The most important recent case 
dealing with the activities of account­
ants is Mandelbaum v. Gilbert &  Barker 
Mfg. Co., 290 N. Y. S. 462. An earlier 
case is that of Hart Co. v. Harris, 
Oklahoma Appeals, Feb. 7, 1936. A 
pending case is State ex rel. Attorney 
General v. Van Boskirk, in the supreme 
court of Nebraska.”
Attached to the report as an exhibit 
was a report rendered by a committee, 
consisting of the same persons, to the 
house of delegates, in which the follow­
ing paragraphs occur:
“ In the case of practice before gov­
ernmental departments, bureaus, com­
missions and the like— as distinguished 
from the practice of the law before them 
— acts may be done which do not con­
stitute the practice of law. The circum­
stances surrounding the practice before 
such instrumentalities— whether of the 
state or of the Federal government—  
as distinguished from the practice of 
the law before them— are substantially 
dissimilar; and, hence, cannot be 
effectively dealt with by any general 
regulation or prohibition. Each such 
agency usually regulates the practice 
before it, whether of law or otherwise, 
by its rules of practice, or other form of 
regulation of its procedure. Such rules 
have been adopted and adapted to deal 
with the problems of this character 
which are peculiar to it. These rules are 
readily changed as changed conditions 
make necessary.
“ The committee considers that the 
'most speedy, direct and effective elim­
ination of unauthorized and unlicensed 
practice of the law before such instru­
mentalities can be obtained by inducing 
each to adopt and adapt its rules of 
practice, or its regulation of its proce­
dure, so as to require all practice of law 
before it to be by lawyers; that if such 
course is impossible, or ineffective, the 
courts, and not the legislature, be 
appealed to for the necessary relief.”
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Charles A. Baskerville
Charles A. Baskerville, of Los Angeles, 
died in June, at the age of 79, the Insti­
tute has just learned. A native of 
Ontario, Mr. Baskerville later went to 
California, where for a time he de­
livered lectures on accountancy at the 
University of Southern California. He 
was a partner in the firm, Baskerville 
Company, and was a certified public 
accountant of California. Mr. Basker­
ville had long been a member of the 
Institute.
Herbert Beck
Herbert Beck, of Tryon, N. C., a mem­
ber of the Institute for 25 years, died 
September 4th. For some time prior to 
his death Mr. Beck had not been in 
active practice. He held a C.P.A. cer­
tificate of the state of New York.
G eorge H. Bowers
George H. Bowers, of New York, a 
member of the Institute for 19 years, 
died April 9th, at the age of 59. Mr. 
Bowers had been in the practice of ac­
countancy since 1895, and at the time 
of his death was a partner in the firm of 
Bowers & Rooney.
James L. Fields
James L. Fields, of Alameda, Calif., 
a member of the Institute for more 
than 30 years, died last month at the 
age of 94. He was born and educated in 
Maine and served in the Civil War. 
Before 1900 he had been a teacher of 
bookkeeping in Maine and in Cali­
fornia, and later taught general ac­
counting. For a number of years he was 
assistant accountant at the Sub-treas­
ury of the United States at San Fran­
cisco, and later became secretary and 
deputy commissioner of the California
bureau of building-and-loan supervision. 
He was among the drafters of the 
California C.P.A. law.
Raye Maynard Fisher
Raye Maynard Fisher, of Cleveland, 
died June 24th, at the age of 42, the 
Institute has just learned. Mr. Fisher 
began his career as a certified public 
accountant in Cleveland in 1916. He 
became a member of the firm of Bru­
baker, Fisher & Taylor in 1919. He was 
also treasurer of the Midland Steel 
Products Co. He was a certified public 
accountant of Ohio.
Ralph A . Martin
Ralph A. Martin, of Chicago, was 
drowned in Lake Michigan near Sauga­
tuck, Michigan, on July 28th while 
rescuing a young girl. Several others 
were engaged in the rescue attempt, 
and the child was saved although three 
of the rescuers, caught by undertow, 
lost their lives. Mr. Martin was 35 
years of age. He was a graduate of the 
University of Michigan, with the A.B. 
degree, and for the past eleven years 
had been associated with Edward 
Gore & Co., of Chicago. He was a 
certified public accountant of Illinois.
Albert M . M use
Albert M. Muse, of San Antonio, 
died August 17th, at the age of 48. Mr. 
Muse was born and educated in Texas 
and received his C.P.A. certificate from 
that state in 1922. For a time he was on 
the staff of Ernst & Ernst, at Dallas, 
and was associated with F. G. Rodgers 
& Co. and Clinton E. Smith & Co., 
both of San Antonio. In 1935, in part­
nership with Eugene S. Howard, Mr. 
Muse formed the Muse Audit Com­
pany.
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Meeting of Natural Business Year Council
A m e e t i n g  of the Natural Business Year Council was held at New 
York on September 21st. Henry H. 
Heimann, executive manager of the 
National Association of Credit Men 
and chairman of the council, presided. 
Others attending were:
John L. Carey, secretary of the Amer­
ican Institute of Accountants 
Arundel Cotter, of the Wall Street 
Journal
Alvin E. Dodd, president, American 
Management Association 
William R. Donaldson, director-in- 
charge, National Association of Cost 
Accountants 
Frank A. Gale, assistant secretary of the 
American Institute of Accountants 
Ralph S. Johns, chairman of the Amer­
ican Institute of Accountants special 
committee on natural business year 
William Walker Orr, secretary, New 
York Credit Men’s Association 
Joseph Rubanow, president, New York 
Credit Men’s Association 
William S. Swingle, comptroller, Na­
tional Association of Credit Men 
David A. Weir, assistant executive 
manager, National Association of 
Credit Men
Mr. Gale, who has acted as an execu­
tive assistant to the Natural Business 
Year Council during recent months, 
made a report from which the following 
matter is taken:
C h a n g e s
Treasury Department reports indi­
cate that 3,372 companies changed to 
the natural fiscal year in the period 
from June, 1936, to July, 1937.
Those same reports indicate that 
6,383 companies changed to the natu­
ral fiscal year in the period from June, 
1935,  to July, 1937.
C o m m i t t e e s  
Local natural-business-year com­
mittees have been formed in 32 cities.
These are Baltimore, Boston, Buffalo, 
Chicago, Cleveland, Columbus, Dallas, 
Denver, Des Moines, Detroit, Grand 
Rapids, Hartford, Indianapolis, Jack­
sonville, Kansas City, Mo., Lincoln, 
Los Angeles, Louisville, Milwaukee, 
Minneapolis, Mobile, New Orleans, 
Philadelphia, Providence, Raleigh, 
Richmond, St. Louis, Salt Lake City, 
Seattle, South Bend, Tulsa and Wil­
mington, Del.
Many state societies of certified 
public accountants have natural-busi­
ness-year committees. These include 
the societies in Utah, Pennsylvania, 
Tennessee, Virginia, Oregon, North 
Carolina, Massachusetts, New York, 
New Jersey, California, Colorado, Con­
necticut, Illinois, Michigan and Mis­
souri.
N e w  C o m p a n i e s
The problem of reaching new com­
panies with the natural-business-year 
proposal promises, in part at least, to 
be solved.
In an effort to develop a method for 
getting at this problem, advice has 
been sought from Frank S. Sharp, 
deputy secretary of state of New 
York. He said that in New York there 
is no way of finding out in advance 
the intentions of groups to incorpo­
rate, but he made this definite sug­
gestion:
“ Get lists of incorporation applica­
tions as early as possible. There is often 
a time lag between filing of papers and 
holding of first meeting to adopt by­
laws. If you write immediately to in­
corporation applicants, you may be 
able to present your natural-business- 
year proposal in time.”
In accordance with this suggestion, 
subscription has been taken to the 
Daily Corporation Reports published by
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Mr. Sharp’s office in Albany. A form 
letter is mailed to the attorney and at 
least one executive of each new com­
pany listed in the reports.
The plan is to use the reports cover­
ing New York state on a “ laboratory” 
basis. The results will be passed on to 
state and local committees throughout 
the country, so that they may follow 
up on this possibility in their states.
D a i l y  S u r v e y
Each day at council headquarters 
search is made in the financial pages of 
the New York Times, Wall Street 
Journal and New York Herald Tribune 
(and each week in The Commercial &  
Financial Chronicle) for listings of 
reports made by corporations on the 
natural-fiscal-year accounting basis.
To an executive of each company so 
found— usually the chief financial of­
ficer— a form letter is sent at once. 
This letter asks the executive for an 
account of his experience under the 
natural business year, and for the 
reasons which led to the choice of that 
accounting basis.
Interesting letters have been received 
in response. Four notable recent letters 
were from executives of L. C. Smith & 
Corona Typewriters, Inc., Vick Chem­
ical Company, North & Judd Manu­
facturing Company (hardware) and 
Twin Disc Clutch Company.
As an example of the type of these 
letters, the text of the one received 
from H. W. Davies, vice-president of 
L. C. Smith & Corona Typewriters, 
Inc., is quoted as follows:
“ We find it advantageous to run our 
accounting records on a fiscal-year 
basis, and selected June 30th because 
at that time our inventories are at the 
lowest point, and incidentally, the 
months of July and August are nor­
mally the low months in volume of 
business done.
“ For a good many years, the cor­
poration kept its records on a calendar- 
year basis. By so doing, it meant closing 
the factories for inventory purposes at a 
period when production was needed the 
most.
“ It is the writer’s opinion that the 
theory which prompted the closing of 
our records on a fiscal-year basis could 
readily be adopted by other corpora­
tions.”
B a n k  C o o p e r a t i o n
It has been evident from the start of 
the natural-business-year campaign 
that bank executives are keenly inter­
ested in its progress. This has been 
demonstrated repeatedly by testimony 
from individual bank officials and by 
the participation in the campaign of 
the Robert Morris Associates.
Recently there has been additional 
proof of the interest of bankers and 
their willingness to help actively where 
they can. Frank W. Norris, vice- 
president and cashier of the Barnett 
National Bank of Jacksonville and 
chairman of the natural-business-year 
committee in that city, has published 
in the Jacksonville Journal and Florida 
Times-Union a display advertisement 
urging business to adopt the natural 
business year.
Mr. Norris and C. K. Milligan, of 
Jacksonville, a member of the Institute, 
are making an effort to have other 
Florida banks publish this advertise­
ment. Meanwhile, Mr. Milligan, as 
chairman of the committee on pub­
licity and public relations of the 
Florida Institute of Accountants, is 
distributing 1,500 reprints of the ad­
vertisement to business executives in 
Florida.
P r e s s  R e l a t i o n s
Special effort is being made to in­
form financial editors of the progress 
and general purpose of the campaign.
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Letters have been sent to the financial 
editors of all daily newspapers pub­
lished in cities where there are local 
natural-business-year committees. With 
each letter is sent a return postcard on 
which the editor places his signature to 
a form request (a) for news information 
about the campaign from time to time 
and (b) that we ask the chairman of 
the natural-business-year committee 
in his community to keep him informed 
of its accomplishments. So far, 16 
editors, in 12 cities and 12 states, have 
responded. Five of these editors wrote 
letters supporting the campaign idea. 
One editor published a special editorial 
on the natural business year in the 
Boston Post.
The staff has adopted the procedure 
of (1) informing each editor who the 
chairman of his local natural-business- 
year committee is; (2) informing each 
local chairman that we have received 
the card or letter from a local editor or 
editors.
We ask each committee chairman to 
give each interested editor a list of the 
local committee membership, together 
with a general news release outlining 
the purposes of the natural-business- 
year campaign. A model release goes to 
each local chairman.
R e s e a r c h
One of the important activities now 
going forward is a research program in 
cooperation with Dun & Bradstreet, 
Inc. The purpose of this research is 
to produce a comprehensive authori­
tative list of suggested closing dates 
for various industries, together with 
evidence supporting choice of those 
dates.
I n s t i t u t e  D i s c u s s i o n
The natural-business-year proposal 
and campaign will be one of the major 
topics of discussion at the meeting of
the Advisory Council of State Society 
Presidents, to be held Monday after­
noon, October 18th.
P l a n s
Plans for the future of the campaign 
include the following activities:
1. Continued close relations with 
local joint natural-business-year com­
mittees and assistance to them when­
ever needed.
2. Continued close relations with 
natural-business-year committees of 
state societies of certified public ac­
countants. Help in organizing com­
mittees in these state groups where 
they do not now exist.
3. Development of close cooperative 
relations between state society and 
local natural-business-year committees.
4. Development of every opportu­
nity to present the story of the natural 
business year publicly, in newspapers, 
on the radio and in business publica­
tions. Continued cooperation with local 
and state committees in their publicity 
problems and activities.
5. Promotion of discussion of the nat­
ural-business-year proposal and cam­
paign at meetings of state and local 
accounting and other groups.
6. Distribution to local and state 
natural-business-year committees of all 
information which might hold general 
interest for and application to all local 
or state campaigns.
7. Transmitting information on the 
natural business year to publishers of 
books and periodicals addressed to 
industry.
8. To seek the cooperation of key 
associations in the various industries, 
in presenting the natural-business-year 
proposal effectively to their members.
9. To seek, through local and state 
committees, to obtain the active sup­
port of business executives who have 
expressed their approval of the natural 
business year. Endeavor, in particular, 
to have them participate in meetings 
called for discussion of the subject.
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Accountancy and the Press
The American press, including both 
newspapers and the Associated Press, 
paid unusual attention late in Septem­
ber and early in October to the report 
of the committee on Federal taxation 
of the Institute. The attention took the 
form of news stories and editorials.
The committee recommendations, 
which included the statement that the 
present surtax on undistributed cor­
porate profits is unsound, were ac­
cepted as important and timely news. 
Not only did the press give large space 
to the original news story based on the 
report, but carried follow-up news 
stories from Washington in which the 
report was mentioned.
Among the Washington dispatches 
was one published in the New York 
World-Telegram, in which that news­
paper’s Washington correspondent re­
ferred to the report of the committee 
on taxation as a “ forthright” one.
Editorials commenting on the report 
were carried in leading newspapers, 
these including the New York Times, 
New York Sun and the New York 
Journal of Commerce. The Associated 
Press release based on the report meas­
ured almost a half column and was an 
excellent summary of the committee’s 
findings.
Geographical distribution, as repre­
sented in clippings received in the 
offices of the Institute, was widespread. 
New York, Detroit, Worcester, Boston, 
Duluth, Washington, Hartford, St. 
Paul, Brooklyn, Birmingham, Provi­
dence, New London, Richmond, Char­
lotte, Los Angeles, Albany, Atlanta, 
Philadelphia, Columbus, Ohio, Rock­
ford, Illinois, Lowell and Lawrence, 
Mass., and Springfield, also in that 
state, are among the important centers 
in which the tax-report news summary 
has appeared. It can safely be said 
that, since the Associated Press dis­
tributed the story to its members, 
the tax report has received publicity in 
practically every city and every state 
in the United States.
The business press also has shown 
interest in the report. It is expected 
that publications like Business Week 
and many industrial journals will pub­
lish news and editorial references to the 
report.
It is interesting, in considering this 
widespread publicity, that the Insti­
tute has learned from authoritative 
sources that the tax report is regarded 
by government officials in Washington 
as having direct and important bearing 
on contemplated tax-law modifications.
British-American C o öperation for 
W orld Peace
In the July issue of The Australian 
Accountant there appeared an article 
pointing out the benefits of closer rela­
tions between Australian and American 
accountants and indicating how corre­
spondence between accountants in the 
two countries might be initiated. The 
following is quoted from this article:
“ An organization with the objective 
of creating and furthering goodwill 
between the two great English-speak­
ing peoples should commend itself to 
Australians as a means towards the 
establishment of world peace. The far- 
reaching effects of Anglo-American 
unity as an assurance against war 
cannot be over-emphasized.
“ Mr. A. S. Phillips, A.I.C.A., of 114 
Castlereagh street, Sydney, writes: 
T h e  E d i t o r , The Australian Ac­
countant:
Dear Sir: In the July, 1930, issue 
of The Commonwealth Journal of Ac­
countancy, an invitation was sent by 
the Stable Money Association, New 
York, to apply for information con­
cerning their activities, etc. This I 
did, and was rewarded with a happy 
association with some very fine
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Americans. Further, I received much 
useful and instructive information.
This idea of corresponding has 
suggested itself to me as a splendid 
way of creating a goodwill between 
the English-speaking peoples.
There is in Sydney an organiza­
tion— The British-American Coöp­
eration— whose aim is to secure 
world peace. The movement has the 
support of many leading citizens.
To give the movement practical 
support, I would like to hear from 
accountants and students who are 
interested in forming themselves into 
a correspondence group to corre­
spond with American accountants.
I feel that not only would the 
corresponding accountants be giving 
some practical help, but they would 
be gaining a valuable pen friend in 
America from whom much valuable 
and instructive information could be 
obtained. As correspondents with a 
common interest in accountancy, 
finance, etc., much could be learned.
From experience I would com­
mend this idea and I feel sure that 
those who interest themselves will be 
well rewarded.
I have quite a number already 
enrolled and I shall be pleased to 
send further details to any inquirers.
A. P h i l l i p s , A.I.C.A. 
“ Membership of the British-Ameri­
can Cooperative Movement entails a 
nominal subscription of one shilling. 
Membership of the Accountants’ Cor­
respondence Circle carries no financial 
obligation whatever.
“ The proposal has much to recom­
mend it. Australian accountants and 
students should derive much useful and 
instructive information by means of 
correspondence with American account­
ants; they would also acquire a more 
intimate knowledge and a better 
understanding of those who are con­
nected with the accountancy profession 
in America, and at the same time they
would be performing a definite service 
in assisting to stimulate that friendship 
and goodwill which is an essential pre­
liminary towards the establishment of 
an effectual alliance between the two 
great English-speaking nations, a coop­
eration which would most assuredly 
carry considerable weight in maintain­
ing world peace.”
Mr. Phillips has addressed the follow­
ing communication to the American 
Institute of Accountants:
“ I am enclosing herewith copy of a 
letter which is being published in The 
Australian Accountant, the official jour­
nal of the Commonwealth Institute of 
Accountants.
“ From this letter you will see our 
aim is to contact with American ac­
countants and students who will act as 
correspondents with Australians.
“ The aim is twofold, firstly, to 
create a better understanding and 
goodwill between the two English- 
speaking countries, and secondly, to 
bring together Australian and American 
accountants and thereby exchange views 
on accountancy and other subjects.
“ By this means I suggest your 
members will gain much useful infor­
mation about Australia and at the 
same time derive much enjoyment 
from corresponding with our members.
“ If you could give some space in 
your Journal to invite members of your 
Institute to correspond with our mem­
bers, it would be much appreciated.
“ If they will write direct to me I will 
arrange correspondents for them.
“ I take this opportunity of congratu­
lating your Institute on its fiftieth an­
niversary and wish it every success in 
future years.”
Members who wish to correspond 
with Australian accountants according 
to this plan may arrange to do so by 
writing to Mr. Phillips.
Municipal Accounting
A Program of Activity
In his annual report as chairman of 
the committee on study of local gov­
ernmental accounting of the Penn­
sylvania Institute of Certified Public 
Accountants, Charles J. Rowland, of 
State College, Pennsylvania, at the 
recent annual meeting of the Penn­
sylvania institute, set forth the major 
objectives of the committee and recom­
mended a program of activity, as 
follows:
“ We will develop in this report the 
major objectives of the committee . . . 
and recommendations for the future 
work of the committee, if continued.
O b je c t i v e s  o f  t h e  C o m m it t e e
“ (a) To promote educational and 
technical programs relating to local- 
government accounting problems at 
meetings of the chapters and at the 
annual meeting of the institute.
“  (b) To accumulate information and 
make research into Pennsylvania con­
ditions with a view to being prepared 
with detailed recommendations when 
legislative action is needed.
“ (c) To work for reform in the mat­
ter of local government audits with 
particular reference to the elected 
auditor situation.
“  (d) To cooperate with various local 
government associations by attendance 
at meetings and furnishing speakers or 
discussion leaders when called upon to 
do so. Examples of such associations 
are: Municipal Finance Officers Asso­
ciation, Association of Boroughs, Third- 
Class Cities League, etc.
“ (e) To coöperate with the depart­
ment of internal affairs in the matter
of designing forms for budgets, sys­
tems etc. when called upon to do so.
“ (f) To coöperate with the National 
Committee on Municipal Accounting 
in matters dealing with the situation in 
Pennsylvania.
R e c o m m e n d a t io n s
“ First. The most pressing problem is 
to develop a uniform view among the 
members of the profession as to the 
best plan of auditing municipalities. 
At least three of the members of this 
committee are of the opinion that the 
New Jersey plan of registration of 
municipal accountants is the first 
step forward in this respect. It is 
generally agreed that the elected 
auditor systems so widely used in 
Pennsylvania should be eliminated. 
Under the New Jersey plan every 
municipality is audited yearly while, 
in those states where state government 
auditors are used, audits are made only 
once in several years and unless trouble 
develops some units are overlooked 
entirely. At first, it would seem unwise 
to advocate municipal audits by 
certified public accountants only.
“ Second. The task second in im­
portance is for the committee to make 
a special study of the various codes 
affecting local governments with a 
view to recommending changes with 
respect to auditing, accounting systems 
and budgets. This is a big assignment, 
but could be done if each member of the 
committee would study a particular 
unit such as the borough, county, town­
ship, third-class city, etc. It is believed 
that changes should be brought about 
through cooperation with local govern­
ment associations rather than for the 
institute itself to initiate legislation.”
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Audits o f V illages and 
School Districts
Two bills recently enacted by the 
legislature of Minnesota authorize 
school districts and villages to engage 
the professional services of public ac­
countants on a monthly or annual 
basis. The bills are quoted in full as 
follows:
H. 878
Be it enacted by the legislature of the 
state of Minnesota:
Section 1. The school board of any 
independent school district having a 
population of more than 2,000 and 
having an assessed valuation of taxa­
ble property, exclusive of moneys and 
credits, of more than $4,000,000, may 
employ public accountants on a 
monthly basis or on a yearly basis for 
the purpose of auditing, examining 
and reporting upon the books and rec­
ords of account of said independent 
school district.
Section 2. For the purpose of this 
act public accountants are herein de­
fined as any individual or individuals, 
who for a period of five years prior to 
the date of such employment have been 
actively engaged exclusively in the 
practice of public accounting.
Section 3. All expenditures for the 
purposes herein set forth shall be 
within the statutory limits upon levies 
in such school districts.
H. 879
Be it enacted by the legislature of the 
state of Minnesota:
Section 1. The village council of 
any village having a population of 
more than 1,000 and having an as­
sessed valuation of taxable property, 
exclusive of moneys and credits, of 
more than $2,000,000, may employ
public accountants on a monthly basis 
or on a yearly basis for the purpose of 
auditing, examining and reporting 
upon the books and records of account 
of such village.
Section 2. For the purpose of this 
act public accountants are herein de­
fined as any individual or individuals, 
who for a period of five years prior to 
the date of such employment, have 
been actively engaged exclusively in 
the practice of public accounting.
Section 3. All expenditures for the 
purposes herein set forth shall be 
within the statutory limits upon tax 
levies in such villages.
Bibliography
A  Bibliography of Municipal and 
State Accounting has been made avail­
able by the National Committee on 
Municipal Accounting. This pamphlet, 
much wider in scope, succeeds A  Bibli­
ography of Municipal Accounting, is­
sued by the national committee in 
May, 1934, and now out of print.
The new bibliography consists of 
books, pamphlets and articles dealing 
with accounting and budgeting for 
states, counties, cities, towns and vil­
lages, and schools. Important material 
published since the issuance of the 
earlier bibliography has been included. 
In addition, the material has been 
arranged and classified so as to bring 
together all references on a particular 
topic. No attempt has been made to 
present an exhaustive list of references. 
Emphasis has been placed on material 
published since 1920.
Copies are available, at a nominal 
price, through the National Committee 
on Municipal Accounting, 850 East 
58th street, Chicago, Illinois.
What They Are Saying
Post-Auditing
From “  County Finance and Accounting 
Standards ”  report of the committee on 
county accounting of the Municipal 
Finance Officers Association. 
Post-auditing procedure will be de­
termined in most instances by state re­
quirements. Forty states provide for 
the audit of counties or selected county 
offices. In many cases the state either 
prescribes the procedure to be followed 
or the examination is performed by 
state officials. In a few counties the 
audit is performed by a county audit 
department which reports directly to 
the county board. The following section 
is intended primarily for counties which 
do not fall into these categories. In gen­
eral, wherever legal provisions with 
reference to auditing exist such pro­
visions will govern.
No attempt will be made here to in­
dicate the procedure to be followed. 
Such procedure has been outlined by 
the National Committee on Municipal 
Accounting in its Suggested Procedure 
for a Detailed Municipal Audit.* Both 
the county and its auditors should be 
guided by that bulletin in drafting the 
audit contract, and as far as practicable 
it should be made a part of such contract.
Several important facts must be kept 
in mind in engaging the services of an 
auditor. Primary consideration should 
be given to the qualifications of the 
auditor to perform a county audit. 
While it is highly desirable that the 
audit be performed at the lowest cost, 
low cost should not be obtained at the 
expense of quality. An audit requires 
the attention of a skilful professional
*This publication has been revised and is expected to be 
available shortly.
auditor and only a person with the 
necessary qualifications should be en­
gaged for the work. The importance of 
securing expert services makes it in­
advisable to award audits on the basis 
of the lowest bid.
A clear understanding should be 
reached between the county and its 
auditor before the latter begins his 
work. This understanding should be de­
tailed in a written contract prepared in 
duplicate and properly signed by both 
parties, one copy to be retained by the 
county and the other given to the 
auditor.
The document should cover the fol­
lowing points:
1. To whom the auditor is to be re­
sponsible and to whom the report is to 
be submitted. The auditor should be 
responsible to the county board and the 
report should be submitted to that body.
2. The kind of audit to be performed. 
There are various types of audits, the 
three principal ones being the detailed 
audit, balance-sheet audit and cash 
audit. A detailed audit is one in which 
the examination extends to a verifica­
tion usually by test checks of the 
details of all the books of account, in­
cluding subsidiary records and all sup­
porting vouchers, as to arithmetical 
accuracy, complete accountability, and 
correctness of accounting principle. A 
balance-sheet audit consists of the 
verification as of a given date, of the 
assets, liabilities, surplus, and all reserve 
accounts, including, as incidental 
thereto, such examination of the opera­
tions as may be necessary to ascertain 
that the financial condition of the 
county is correctly stated. It does not 
include the checking of all receipts and 
disbursements or all details of revenues
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and expenditures. A cash audit is one 
limited to the verifications of cash 
transactions for a stated period, for the 
purpose of determining that all cash has 
been brought into account and that all 
disbursements are properly authorized 
and vouched for. It is concerned with 
the sources of receipts and the nature 
of disbursements only to substantiate 
their accuracy. Such an audit estab­
lishes the accountability of the persons 
charged with responsibility for cash.
3. The procedure to be followed in 
auditing the accounts. The procedure 
will be determined primarily by the 
kind of audit performed, i.e., whether 
the audit is to be a detailed, balance- 
sheet or cash audit. As we have already 
indicated, the procedure to be followed 
for a detailed municipal audit is out­
lined in Suggested Procedure for a De­
tailed Municipal Audit, published by 
the National Committee on Municipal 
Accounting. If a balance-sheet audit is 
to be performed, the procedure should 
be limited to the part of that publication 
dealing with such audit. If the audit is 
to be a cash audit, only those parts 
pertaining to cash should be followed.
4. The assistance and equipment the 
municipality is to furnish the auditor. 
Certain of the routine work may be 
performed by the city’s employees, 
thereby reducing the municipality’s 
audit expenses. Suitable office or desk 
space should be provided and all books, 
files, documents, etc., should be made 
easily accessible. Books and records 
should be arranged so as to facilitate 
the work of the auditor. Trial balances 
of control and subsidiary accounts 
should be supplied.
5. The period to be covered by the 
audit and provision for extended in­
vestigation if some unexpected matter 
requiring further examination turns up.
6. The time the audit is to begin and 
when it is to be completed.
7. When the audit report is to be 
turned in and the number of copies 
desired.
8. Compensation, i.e., basis of com­
pensation and terms of payment.
T h e  Future o f Accounting
From a recent address by E r i c  L.
K o h l e r  as retiring president of the
American Accounting Association.
Let us imagine the relation of ac­
counting to socio-economic problems. 
That relation may be more real and 
more immediate than has generally 
been imagined. We will probably not 
dwell forever in the atmosphere of 
mixed notions underlying our national 
economic successes or failures and un­
derlying the legislation that seeks to 
insure the one and eliminate the other. 
The time will be reached when the 
distribution of income and the wealth 
that produces it will be national prob­
lems to be solved through direct pro­
cedures rather than through the indirect 
process of taxation.
When that times comes, it is not 
unlikely that the controls which ac­
counting affords will be employed. 
Cost, the technique of which has al­
ready been well developed by ac­
countants, will be the principal control 
and will be utilized to reduce specula­
tive and windfall profits and to main­
tain values and prices at constant levels.
Intangible costs and values will dis­
appear, for profit, limited to a reason­
able return on investment and risk, will 
tend to become a cost and will no 
longer be confused with relative eco­
nomic advantage or preference. Com­
pensation of management will be 
maintained at predetermined levels. 
The residual in a statement of profit 
and loss may be attributed to labor or 
to government rather than to certain 
classes of investors, as at present. Ap­
praisal values of fixed assets exceeding 
costs will have disappeared, if they 
have not done so already, because their 
recognition will be judged as producing 
unhealthy accentuations of upward 
price trends. Rather than a stabilized 
accounting, we shall have a stabilized 
economic structure created through an 
uniform application of a controlled 
cost— a structure built and maintained 
by accounting and accountants.
Announcements
Wm. F. Loflin & Co. announce the 
opening of an office in the Merrill 
building, Dothan, Ala.
Ernest S. Woolley announces the 
removal of his office to 9701 Shore road, 
Brooklyn, N. Y.
Arthur Chew Meade, of Baltimore, 
deputy state auditor of Maryland, 
has been appointed a passed assistant 
paymaster with rank of lieutenant in 
the Naval Reserve of the United States 
Navy.
L. D. Mapes, of New York, is the 
author of an article entitled “ Early 
generations of the Vanderveer family,” 
compiled from authentic sources and 
published in the July issue of the New 
York Genealogical and Biographical 
Record, a publication of the New York 
Genealogical and Biographical Society.
Haskins & Sells announce the re­
moval of their New York offices from 
15 Broad street to 67 Broad street.
James L. Benson of Baltimore, state 
auditor of Maryland, was elected secre­
tary of the National Association of State 
Auditors, Comptrollers and Treasurers 
at a convention held in Duluth, Minn., 
in August.
E. C. Boyce, of Kansas City, is the 
author of an article entitled “ Bad debts
of banks and recoveries thereon,” pub­
lished by the Missouri Bankers Associa­
tion and the Kansas Bankers Associa­
tion.
Archibald Bowman, of New York, 
has been reappointed to the following 
committees of the Merchants Associa­
tion of New York for the current year: 
public utilities and law, Federal Trade 
Commission and anti-trust laws, and 
commercial law.
G. W. Heath, of Detroit, has been 
appointed a member of the tax com­
mittee of the Detroit Board of Com­
merce.
Two members of the American In­
stitute of Accountants have recently 
been elected to offices in Canadian 
chartered-accountant associations, as 
follows:
E. P. Mapson, of Vancouver, vice- 
president of the Institute of Chartered 
Accountants of British Columbia.
R. T. Cunningham, of Winnipeg, 
member of council of the Manitoba 
Institute of Chartered Accountants.
In addition, Mr. Cunningham was 
appointed chairman of the membership 
committee of the Manitoba Institute.
D. E. Short, Jr., and Marlin Con­
nelly announce the formation of a 
partnership, with offices at 1606 Bel­
court street, Nashville.
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Bulletin of the American Institute of Accountants
A Written Program of Work
A L IT T L E  more than a year ago the Institute for the first time 
A published a written program of activities. The Institute’s 
second written program, for the year 1937-1938, was published in 
the October issue of this bulletin. The introductory paragraphs 
contained these sentences: “ It is recommended that state societies 
of certified public accountants consider the advisability of drafting 
written programs of their own work. Economy of effort and greater 
accomplishment might well be the result.”  Point was given to this 
recommendation by the remarks of Morris C. Troper, president of 
the New Y ork  State Society of Certified Public Accountants and 
chairman of the Advisory Council of State Society Presidents, at 
the meeting of the Advisory Council held in conjunction with the 
fiftieth anniversary celebration of the Institute last month. Mr. 
Troper spoke of the Institute’s written program as blazing a trail 
for the state societies to follow.
The advantages of a written program of work stated by the In­
stitute and referred to by Mr. Troper hold for any society, regard­
less of the size of its membership or its wealth. So long as there are 
any activities at all, it is well that they be planned in advance, and 
a written record of the plans be made known to the members and 
preserved as a yardstick against which to measure accomplish­
ments. The preparation of a written program calls for more careful 
study of the present and possible activities of a society than they 
might ordinarily receive. When the program has been adopted, 
each responsible person knows the duties with which he is charged 
and the relation of his work to the program as a whole. The result 
should be more efficient use of the resources available to the society 
and greater service to the profession.
Few would not agree that the activities of the various state so­
cieties should be more closely integrated than at present. Had every 
society a written program which it made available to all other soci­
eties and to the national organization, each could benefit by the 
progressive thought of the others.
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Programs of Activities for State Societies
B y  M o r r i s  C . T r o p e r
I T  IS reasonable to assume that the very existence of a state society 
connotes the carrying out of a program of activities. The word “ pro­
gram” is generally defined as “ any pre-arranged plan or course of pro­
ceedings.”
A program of activities may envisage, in its larger sense— (a) a program 
to be carried on over a number of years with certain general attainments 
in view, or (b) a program restricted to a period with certain definite ter­
minals, such as a calendar or fiscal year— in other words, a certain twelve- 
month period.
These two programs are naturally closely interrelated, because in de­
veloping the latter, year by year, we are working toward the unified 
whole contemplated in the former. Together, they form a means for 
accomplishing the purposes for which individuals have joined together in 
the interests of a profession.
O b j e c t s
The objects of the New York State Society of Certified Public Ac­
countants are contained in the original certificate of incorporation dated 
January 25, 1897, which reads as follows:
“ We, the undersigned certified public accountants of the state of New 
York, do hereby certify that we have associated together as a membership 
corporation, for the purpose of cultivating and promoting the science of 
public accounting and maintaining the standard of integrity, honor and 
character, and protecting the interests of expert public accountants and 
social intercourse among its members.”
These purposes were amplified in an amendment to the certificate 
dated January 14, 1929, as follows:
“ To cultivate, promote and disseminate knowledge and information 
concerning accountancy and subjects related thereto; to establish and 
maintain high standards of integrity, honor and character among certified 
public accountants; to furnish information regarding accountancy and the 
practice and methods thereof to its members, and to other persons inter­
ested therein, and to the general public; to protect the interests of its 
members and of the general public with respect to the practice of ac­
countancy; to promote reforms in the law; to provide lectures, and to 
cause the publication of articles, relating to accountancy and the practice 
and methods thereof; to correspond and hold relations with other organi­
Presented b y M r. Troper, who is president o f the N ew  York State Society o f Certified Public A c­
countants, at the meeting of the Advisory Council o f State Society Presidents held October 18, 1937, 
at N ew  York. M r. Troper is the new chairman o f the Advisory Council.
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zations of accountants, both within and without the United States of 
America; to establish and maintain a library, and reading rooms, meeting 
rooms and social rooms for the use of its members; to promote social inter­
course among its own members and between its own members and the 
members of other organizations of accountants and other persons inter­
ested in accountancy or related subjects; and to do any and all things 
which shall be lawful and appropriate in furtherance of any of the pur­
poses hereinbefore expressed.”
P r o b l e m  to  B e M e t
In these comparatively few words, we find the basis which should guide 
us in laying out our activities, and no program of activities can be called 
complete or even adequate unless, over a reasonable period of time, it 
helps in building toward all of the objects as outlined above. In establish­
ing these programs, we must never lose sight of the fact that what we are 
doing we are doing for the society, that is, for the membership; and that, 
at some point or other during the course of our program, we must interest 
each and every one of our members. Herein lies a difficulty, a difficulty 
which, in the last analysis, becomes the final test of a well-rounded pro­
gram.
We must remember that we have members who are employees of both 
small and large firms and members in individual practice in all the varying 
degrees of size of practice. We have, too, those who specialize, and those 
whose work in the main is carried on a current monthly basis, and those 
too who practise in various parts of the state. The interests of all require 
special care and consideration.
These considerations, to a smaller or larger extent, concern every state 
society. Too much weight on activities affecting any one group must 
naturally lead to an unbalanced program and, in the long run, possibly 
alienate members whose interests wane upon the slightest provocation.
I am afraid that too frequently we hear the question, “ What is the 
society doing for its members?” instead of, “ What are the members 
doing for the society?” I think that we get out of the society precisely 
what we put into it; the more we put into it, the more we get out of it in 
dividends— dividends in knowing that we are individually helping in the 
advancement of the profession, in the development of its integrity and 
service, dividends in keeping apace of the times, and last but not least, 
dividends in friendships made by enjoying the company of our fellow- 
practitioners. These are factors which should engage the attention of all 
of us in developing the program of our activities.
M y particular experience in these affairs has been limited, generally 
speaking, to the activities of the New York State Society of Certified 
Public Accountants, and hence, in the treatment of this subject, I prefer 
to limit myself in the main to a discussion of its activities and plans.
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T h ir t y  Y e a r s  A g o
A t a time when so much is being written about the early days and the 
strides made since, I assume that we shall cease speaking of the profession 
as being in its infancy and begin to make comparisons by stated periods. 
So it may be of interest, for a moment, to take a glance at the report of the 
secretary in the first year-book of The New York State Society in 1907, 
when the society was just ten years old. The society at that time had 129 
members, while the total of certificates issued was 389, and the average 
attendance at meetings was about 30.
A t that time, apart from a few members out of town and in Brooklyn, 
practically all of the members maintained their offices in the downtown 
section of the city, with but a few venturing above Chambers street.
The standing committees consisted of: admission committee, auditing 
committee, legislation committee, house committee, library committee 
and complaint committee. The special committees were those on lectures 
and entertainments; school of commerce, accounts and finance; Regents 
rules; violations of the C .P .A . law; and permanent headquarters. There 
was also a special advisory committee.
I quote from the secretary’s report:
“ A t various times, we have had the privilege of listening to papers 
relative to accountancy, read at our various meetings, and more recently 
the society has printed and distributed these papers to its members, to 
the members of the American Association, and to other bodies. The vari­
ous papers, or at least some of those which were read before the society, 
are as follows:
‘ Accounts of executors and administrators’
‘ Banking systems of Austria’
‘ Legal-tender act’
‘ Accountancy’
‘ The investigation of accounts’
‘ The balance-sheet’
‘ The relation of economies to higher accounting’
‘ Business training as demanded by modern conditions’
‘ Depreciation ’
‘ Two principles of accounts and the bearing they have upon ac­
countancy’
‘ Inventories and the accountant’s responsibility’
‘ Contents and forms of executors’ accounts’
‘ Principal and income and some court decisions thereon of interest 
to the accountancy profession ’
‘ Audit of stock brokers’ accounts’
“ We are but ten years old and we are not discouraged because various 
efforts to enact laws relative to the certified public accountant in this 
state have not yet been successful. One most important effort has been the 
endeavor to enact a law, permitting the certified public accountant to
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claim as ‘ privileged communication’ such information as he may obtain 
from his clients while engaged in his professional work. Exemption as 
jurors has been another claim of the certified public accountant. . . .
“ The foregoing is an outline of some of the events during the past ten 
years. We have great hopes for the future, being encouraged by the 
earnest and faithful counsel of our officers and directors, the watchful 
interest of all our members and the general and generous acknowledgment 
by the public at large of the integrity, character and usefulness of the 
certified public accountant.”
Thirty years have passed and the society still has its problems of 
membership, legislation, public relations, programs for meetings, publica­
tions, and a host of others.
P r e s e n t  O r g a n iz a t io n a l  S e t - u p
The society is governed by a board of directors consisting of the presi­
dent, two vice-presidents, a secretary, a treasurer and fifteen directors, 
all elected by the members. The officers are elected for one year, while the 
directors are elected five each year for a period of three years.
The program of activities is carried on through committees. Last year, 
74 committees operated in the advancement of the society’s affairs; 548 
members served on these committees and the recorded number of meetings 
was 142. Obviously this does not include the time spent by individual 
members of the society in preparing for these meetings, in carrying out 
the programs, or in other miscellaneous types of society work.
T y p e s  o f  C o m m it t e e s
The committees this year consist of the following:
(1) The standing committees, of which there are 16, are those on:
Admission
Amendments to the by-laws 
Budget and finance
Cooperation with bankers and other credit grantors
Education
Ethics
Furtherance of the objects of the society
Legislation
Library
Meetings
Membership
Natural business year
Practice procedure
Publications
Public relations
Violations of the C .P .A . law
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These committees include the continuing functions and serve the 
society by doing the definite work covered by the scope of their 
activities.
(2) Special committees, of which there are three, are concerned with 
commercial arbitration, employment and cooperation with Securities 
and Exchange Commission. These committees, as their name implies, are 
appointed for an indefinite term to work on a definite problem assigned by 
the board of directors.
(3) Technical committees, of which there are 47, are as follows:
Accountants’ office procedure 
Accounting machinery 
Auditors liability 
Automobile-dealers accounting 
Bank and trust company auditing 
Bankruptcy procedure 
Beverage accounting 
Budgets and budgetary control 
Building-and-loan-association ac­
counting 
Business laws
Carriers-by-water accounting 
Classification of accountancy serv­
ices
Clothing-manufacturing account­
ing
Consolidations and reorganizations 
Contractors’ accounting 
Court testimony 
Dairy-industry accounting 
Federal taxation 
Fiduciary accounting 
Foreign-trade accounting 
Graphic control and ratios in busi­
ness
Hotel accounting
Insurance-companies accounting 
Intangible assets 
Inventory methods 
Investment trusts 
Liability for material commitments 
Local taxation 
Management problems 
Mining-and-smelting accounting 
Monthly audits 
Municipal accounting 
Non-profit-institutions accounting 
No-par-value stocks 
Petroleum-industry accounting 
Public-utilities accounting 
Publishers’ and advertisers’ account­
ing
Real-estate accounting 
Restaurant accounting 
Retail accounting 
Social security 
Standard costs 
State taxation 
Stock-brokerage accounting 
Terminology 
Textile accounting 
Wholesale accounting
These committees do constructive work in advancing the profession in 
the fields they cover, and in many instances they undertake to advise 
members on specific accounting problems.
The classification of all committees in the manner indicated above 
represents them in their present status, and while such classification may 
not be completely satisfactory, it does represent a working basis. Assist­
ance in the fulfillment of the duties of the officers, the board and the 
various committees is given by the society’s staff in charge of the assistant 
to the president.
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C o m m it t e e  W o r k
We are now having each committee prepare a statement of the scope of 
its activities, to be submitted to the board of directors for approval. As a 
result, many committees, inactive during the past few years, have realized 
that a definite program of activities was not only possible but desirable, 
and have started to carry out programs outlined in the scope of their 
activities. Definite statements of the activities of the various committees 
will undoubtedly show overlapping, but this will not necessarily mean 
duplication in work, but will indicate rather the necessity for the co­
operation of many committees in the consideration of a particular problem. 
However, this study will undoubtedly make for a better understanding 
of the work of the different committees, will facilitate the activities 
carried on by them and will make it easier for the board to know to which 
committee or committees to assign problems as they arise.
The activity of these committees, by and large, as they filter through 
various channels, may become matters of
(a) Organization and administration
(b) Policy
(c) Meetings
(d) Publication
M any of the committees indicate by their very names the nature of 
their function and the type of activity which may flow from such function­
ing, and so, in discussing programs, it may be advisable from this point on 
to confine ourselves to the consideration of the following activities:
(1) Membership
(2) Meetings
(3) Publications
M e m b e r s h ip
For many reasons, it is important that admissions to the society should, 
as nearly as possible, keep pace with the number of those who become 
eligible for admission. This has a direct bearing on the society’s public- 
relations, legislative and financial problems. A t present there are prac­
tically no sources of income except membership dues. A  study of our 
membership growth reveals a downward trend in the percentage relation­
ship of members to possible members, showing that the percentage re­
lationship of increase in membership to increase in the number of certifi­
cates issued is not being adequately maintained.
Our staff has grown from one full-time employee in 1923 to nine at 
present. Our budget has expanded from $26 in 1897 to approximately 
$50,000 for the current year.
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Major items of expenditure are as follows:
Activity Expenses
Publications $ 8,000
Public relations
Membership 
Legislation..
Meetings, including fall conference. . . 6,100
2,500
1,500 
1,000
Administrative Expenses
Salaries $15,500
9,500General (office, rent, supplies, etc.). . .
This too will give you an idea of the nature of some of our activities 
from a financial standpoint. As you can see, the membership committee 
has its work cut out for it. It must devise ways and means of securing new 
members and of retaining old ones. In both of these jobs, we must admit, 
a proper program of activities plays an important role.
To some of our members, programs and meetings for many purposes 
may be considered synonymous, and for this, much may be said. Our 
meetings may after all be the window display, so to speak, for many 
committees and other activities; the focal point towards which many 
committees may work.
That meetings are important, no one can deny. They can frequently 
make or break the interest of the membership in the society; they can 
arouse public interest in the profession; they can be the means of cement­
ing relationships with the men with whom the practitioner comes in con­
tact, such as the business man, the banker, the credit man and the lawyer. 
Consequently, meetings must be well thought out, far in advance of their 
actually being held. Waiting until too close to the appointed day, and then 
scurrying about in an attempt to secure a speaker— some speaker, any 
speaker— cannot assure proper results in a program. It is well, therefore, to 
have the meeting programs prepared as far in advance as possible. Devia­
tions due to current happenings are sometimes necessary, but these situa­
tions can be met as they arise, even to the extent of calling a special 
meeting when necessary. A  notable example of this was our meeting on 
the undistributed-profits tax held in September, 1936, at which 1,365 
members and guests were present. In December there will be a joint 
meeting with credit men and bankers, and here, too, we expect lively dis­
cussion. The January, March and April meetings are now in the course of 
preparation, leaving us only the month of M ay, when the meeting is 
usually devoted, as an annual meeting, to the rendering of reports by 
officers and various committees.
M e e t in g s
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Some of the subjects discussed during the past year are as follows:
The part that accountants can play in the field of arbitration 
The surtax on undistributed profits of corporations imposed by the 
revenue act of 1936 
Accounting machinery— methods and problems in foreign countries 
The Robinson-Patman bill 
Planning the distribution of an estate
Procedure in handling tax cases before the Board of Tax Appeals 
and the courts
Ambit of the duties and responsibilities of the certified public ac­
countant
The unemployment-insurance law and the social-security law 
Four decades in education for accountancy 
Ancient and modern trends in taxation
The trend of Federal and state control of transportation carriers 
How the banker looks at credit applications
A t present our meetings consist of— (1) regular monthly meetings 
from October through M ay, inclusive, with the exception of February,
(2) special meetings, as the occasion may require, (3) a field day each 
fall, where social contact among members is encouraged, and (4) a regional 
conference of the up-state chapters held in June, attended by both chapter 
and New York city members, where a program of technical sessions and 
sports is provided over a two-day period.
The New York State Society has been extremely fortunate in its 
monthly meetings, for it has been the experience of many organizations 
that compulsory monthly meetings become in time humdrum affairs. 
Regular monthly meetings are limited in number, in time, and in program 
subject-matter, since they must appeal to a substantial portion of our 
membership. For these reasons, as well as others, we are now attempting 
to encourage a large number of technical meetings at times and places 
suitable to the particular committees. We are hopeful that these meetings 
will attract fairly large groups particularly interested in the specialized 
subject to be discussed. This will provide opportunity for activity, not 
now existing, on the part of these committees, since, as can be readily 
seen, we could not have a general meeting devoted to many of the subjects 
with which they are concerned.
P u b l i c a t io n s
I assume most people will agree that, when finances permit, publica­
tions become an important activity. These serve, in many instances, as 
the written record of what is transpiring in the society, and reach a great 
many more people than can possibly be reached in any other way.
During the past year over 58,000 copies of the New York State So­
ciety’s publications were distributed to members and non-members.
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These include, first, the Year-book giving lists of committees, reports of 
officers, roster of members, by-laws and the state law on accountancy 
(sent only to members); second, the Directory of Members, distributed to, 
among others, bankers and other credit grantors throughout the state; 
third, The New York Certified Public Accountant, a quarterly magazine 
containing technical articles presented at meetings or prepared for the 
magazine; fourth, the Monthly Bulletin, issued from October through 
June as a news letter to the members; fifth, the report of the committee 
on education; sixth, a pamphlet, Some Reasons fo r  Membership in the 
New York State Society of Certified Public Accountants, sent to new certi­
fied public accountants.
C u r r e n t  S u g g e s t io n s
From time to time, a number of suggestions come into the office of the 
society. They are listed here with no special comment, in view of the fact 
that many of them are at present under consideration. They do, however, 
indicate a definite spirit of helpfulness on the part of some members and 
their desire to keep society activities “ au courant.”  They are as follows:
(1) To participate in the New York World Fair in 1939 for the further­
ance of the profession.
(2) To give scholarships or prizes to the students of accountancy en­
rolled in the colleges within New York state approved by the State De­
partment of Education.
(3) To supply to the State Board of Examiners information which may 
be made available to the society through any of its members regarding 
any applicant for the certified-public-accountant certificate.
(4) Issuance of a confidential monthly news letter to chapter officers 
concerning matters considered by the board, activities of committees, etc.
(5) Collection of statistical data with regard to accounting practices 
throughout the state.
(6) To invite new certified public accountants to a dinner or some form 
of get-together in order to inform them of the work of the society and to 
invite them to become members.
(7) To conduct informal meetings under the guidance of committees 
of the society, for educating the young accountants and to aid them to 
solve their problems.
C o n c l u s io n
We are, of course, continually faced with changing times and condi­
tions. We have seen that, in spite of this, questions discussed thirty years 
ago are still being discussed, and may still be discussed thirty years from 
now. M any problems have remained unanswered, possibly they are un­
answerable, and may remain unanswered or unanswerable for many 
years to come. All of us, however, must readily admit that tremendous 
strides in our profession have been made in the last thirty years and that 
we shall probably continue our advances along many fronts.
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In order to assure this progress, each of our state groups must do its 
share by carrying on activities calculated to result in such advancement. 
M any of the matters discussed here, and possibly many other matters 
that might have been discussed, are, some may say, inapplicable to their 
state society. The New York State Society is, of course, a large society 
with a very large membership and a fairly substantial income; yet in cor­
rect perspective, neither the size of membership nor the funds available 
should be the measure of influence or the degree of prestige which may be 
attained. I believe we all play similar roles in our respective communities. 
On the one hand, the New York State Society may be able to do many 
things that the small state societies cannot do, while on the other hand, 
there must undoubtedly be many things which the smaller societies can 
do but are inherently impossible to a larger society. The question is, how 
well knit into your respective communities is the program of activities 
of your state society?
Co-relationship between the various state societies and the fostering of 
exchanges of information can undoubtedly be better accomplished now 
through our one national organization. In all of our coöperative efforts, 
we must look to the American Institute of Accountants and, through that 
organization, work out problems common to all state societies and prob­
lems of national import.
The American Institute has recognized the need for a definite program 
of activities and some time ago committed itself in print to such a definite 
program. In this, it has blazed the trail for all of us to follow. Every state 
society, large and small alike, should have a definite program laid out and 
written down, well in advance of the actual beginning of each year. Only 
in this way can each state society match its attainments with the budget 
of attainments it had prepared for itself. Auditing auditors may be an 
alliteration, but it may also be a healthy sign of sound development.
A  W o r d  o f  T r i b u t e
No discussion of the work carried on by the New York State Society or 
any other state society can be considered complete without a word of 
tribute to those loyal and steadfast members who daily, in their every act 
and deed, carry on the work of the society in all of its ramifications. Un­
counted hours are spent by them in ironing out problems and in carrying 
out duties assigned. The time and effort that they bring to their ap­
pointed tasks cannot be measured in dollars and cents. It represents the 
unmeasured increments in a budget impossible of attainment. To such 
inspiration we owe much of the advancement of the prestige of our soci­
eties, our profession, and ourselves as individual practitioners. I need not 
mention them by name. We know who they are in our society; you know 
who they are in your society.
The Fiftieth Anniversary Celebration of the
American Institute of Accountants
A F T E R  months of preparation by committees and staff aggregating 
about 85 persons, the fiftieth anniversary celebration of the Ameri­
can Institute of Accountants was held October 18-22, 1937, with head­
quarters at the Waldorf-Astoria, in New York. More than 1,300 persons 
were registered and the attendance at some events was as high as 2,500.
Members and guests began to arrive at New York during the week 
preceding the meeting, and on Sunday, October 17th, some 200 of the 
early arrivals were entertained at tea in Le Perroquet Suite of the Waldorf 
by the ladies’ committee, of which Mrs. Robert H. Montgomery was 
chairman. The registration desk was open from noon until 6:00 p .m ., 
Sunday.
OCTOBER 18 t h
Registration began again early on Monday morning, and during the 
course of this day the total of registrants rose to approximately 1,000.
Accounting Machinery Exhibition
On Monday morning also a four-day exhibition of accounting machin­
ery was opened. Thirteen leading manufacturers of accounting machines 
and office equipment displayed their products along the route which led 
to the grand ballroom, where the general sessions were held.
Meeting of Council
The council of the Institute met in executive session on this day, and 
received the annual reports of committees and transacted its regular 
business. The minutes of this meeting will appear in the 1937 Year-book 
of the Institute.
Conference of New York State Society 
The fifteenth annual fall conference of the New York State Society of 
Certified Public Accountants opened in the morning with the presentation 
of a paper by the society’s committee on accounting machinery, of which 
Mr. J. Andrew Crafts was chairman. Mr. Morris C. Troper, president of 
the society, opened the session and then yielded the chair to Mr. A. S. 
Fedde, vice-president. Mr. Fedde introduced Mr. Crafts, who conducted 
the discussion that followed.
The paper entitled “ The history of accounting machinery” was pre­
sented by Ronald W. Gleason, a member of the accounting-machinery 
committee. It pictured a modern office of 1887, the year in which the 
American Association of Public Accountants was founded, and showed 
what little use was then made of machine methods. The development
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of accounting machinery was traced, and finally the modern office of 1937 
was described. A  sound picture, “ Posted at the window,” was then pre­
sented showing modern methods of handling savings-and-loan accounts.
After luncheon, Mr. Troper again opened the conference and yielded 
the chair to Mr. Victor H. Stempf, vice-president. The principal feature 
of the program was an address entitled “ Recent developments in budg­
etary control,” by Mr. Edmund S. LaRose, assistant controller of Bausch 
& Lomb Optical Company. The coordination of all available accounting 
and statistical data in planning future operations is the pivot around which 
every successful budget program must revolve, Mr. LaRose said. Calling 
an accurate sales forecast the essential cornerstone of any successful 
budget system, he stated that there is no reason why any manufacturer or 
distributor should not be consistently able to forecast his sales volume for 
a year in advance within a limit of 10 per cent. variation.
Members of the Institute and their guests were invited to attend these 
sessions, and did so in large numbers. There was an attendance of ap­
proximately 1,500.
Meeting of Advisory Council
In the afternoon the Advisory Council of State Society Presidents held 
its annual meeting. This also was an open session, to which all attending 
the celebration were invited. Mr. W. L. Clark, of Oklahoma, chairman, 
presided.
Arrangements had been made for consideration of four problems upon 
which cooperation between the Institute and the state society was needed 
— relations with the bar, public relations for the profession, programs of 
activities for state societies, and the natural business year campaign.
Dean John T. Madden, then chairman of the Institute’s special com­
mittee on cooperation with the bar, told of the conversations which his 
committee had had with the American Bar Association’s committee on 
unauthorized practice of the law, and also described the effective work of 
several state society committees on cooperation with the bar. He urged 
that each society president appoint a committee which would actively 
seek to develop in its own state better understanding and closer coopera­
tion between accountants and attorneys.
The subject of public relations for the accountancy profession was dis­
cussed by Mr. Frank A. Gale, who was introduced by Mr. John L. Carey, 
secretary of the Institute, as a new assistant secretary of that organiza­
tion who had enjoyed wide experience in newspaper, public relations and 
association work. Mr. Gale directed attention to the peculiar public-rela­
tions problems of accountants, describing the essential features of a prac­
ticable program of activity.
An exhaustive survey of the form of organization and possible activities 
of a state society was presented by Mr. Troper, president of the New
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York State Society of Certified Public Accountants. Mr. Troper based his 
discussion upon the program of his own society. He pointed also to the 
printed program of the Institute as blazing a trail for the local societies 
to follow. He said that the activities of the various state societies should 
be correlated through the agency of the national organization. Mr. Willis 
C. Graves, president of the California State Society of Certified Public 
Accountants, contributed to this discussion, drawing upon his experience 
in the California society and suggesting activities developed there which 
might be adopted by other societies.
Mr. Ralph S. Johns, chairman of the Institute’s special committee on 
natural business year, after describing recent activities and present plans 
of the Natural Business Year Council, urged that each state society par­
ticipate in the national campaign to the greatest extent possible. He par­
ticularly urged that committees be appointed which would be responsible 
for a definite program of local activity, supplementing the national efforts 
of the Institute and the Council. Mr. Johns pointed out that the ultimate 
success of the campaign depends directly upon the help of the public 
accountants, both as individuals in their relations with their clients and, 
collectively, through their professional organizations.
There was other discussion of various topics raised from the floor, and 
the meeting then proceeded to the election of officers for the year 1937- 
1938. Mr. Troper was elected chairman, and Mr. Graves, secretary.
The meeting adjourned to reconvene at luncheon on Thursday, when 
there was informal discussion of topics raised by each of the various presi­
dents or representatives, in turn.
Entertainment
In the late afternoon members of the Institute and their guests were 
entertained at a reception and cocktail party by the New York State So­
ciety of Certified Public Accountants in the grand ballroom of the hotel. 
Mr. Troper, president of the state society, and Mrs. Troper and Colonel 
Montgomery, president of the Institute, and Mrs. Montgomery received. 
There was orchestral and vocal music. This was the first occasion when 
all who had arrived were brought together. It was conservatively esti­
mated that 2,500 persons attended and the vast ballroom, decorated with 
a brilliant display of flags of all the states, as well as the United States and 
foreign nations, was filled. The affair struck a happy note with which to 
proceed to the formal opening of the celebration.
OCTOBER 19TH
General Session
The first general session of the meeting convened at nine o’clock Tues­
day morning. Colonel Montgomery, president of the Institute, was in the 
chair. As the first item of business, Colonel Montgomery asked the secre­
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tary to read a message from the President of the United States, which 
spoke of the public accountant as having one of the most responsible and 
trusted positions in the world. President Roosevelt wished that the ob­
servance of the fiftieth anniversary of the organization of the Institute 
might give new emphasis to the importance of strict accounting in both 
private activity and in the discharge of the public business.
Mr. P. W. R. Glover, chairman of the committee which had arranged 
for the celebration, then described in a few words events which led up to 
the meeting and extended a welcome to the members and guests. He spoke 
particularly of the pleasure which the Institute felt in the presence of so 
many distinguished representatives of the profession in other countries.
The secretary then presented messages of congratulation received from 
the Institute of Chartered Accountants in England and Wales, Society 
of Incorporated Accountants and Auditors, Commonwealth Institute of 
Chartered Accountants (Australia), Treuhandverband (Germany), Japan 
Association of Certified Auditors and Accountants, Corporation of Ac­
countants (Scotland), London Association of Certified Accountants, 
Institute of Chartered Accountants of Ontario, Institute of Chartered 
Accountants of Manitoba, Lord Plender, Governor Stanford of Arizona, 
Mr. Emil S. Fischer and Mr. Arthur Wolff, members of the Institute.
Mr. Glover then explained that the Honorable Raymond Moley, former 
Assistant Secretary of State, professor of public law at Columbia Univer­
sity, and editor of News Week magazine, who was scheduled to speak at this 
session, would be unable to appear in person because of illness, but that 
his paper would be read by one of his associates, Mr. Ralph West Robey, 
instructor of banking at Columbia University and News Week editor of 
business news. Mr. Robey presented Mr. Moley’s paper, the subject 
of which was “ Peace in the United States.”  Mr. Moley referred to the 
responsible part which public accountants play in the life of the com­
munity and called upon them to help in the education of the public as to 
the far-reaching effect of tax measures and other legislation affecting busi­
ness. Accountants, he said, could serve as a stabilizing factor which would 
do much to promote peace among the various interests in the United 
States which were at virtual warfare with one another.
The Honorable Grover A. Whalen, president of the New York World’s 
Fair 1939, was introduced by Colonel Montgomery. Mr. Whalen assured 
those attending the celebration that they would find New York as warm­
hearted and hospitable as any city in the world, and spoke of the signifi­
cance of a meeting such as the Institute’s at a time when business was 
concerned with many grave problems. He described briefly the plans for 
the New York World’s Fair of 1939 and expressed the hope that those 
whom he was addressing would return to see this exposition.
Following Mr. Whalen’s remarks, President Montgomery introduced 
Mr. E. van Dien whom he described as, “ our old friend and comrade
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from Amsterdam.”  Mr. van Dien was a delegate to the first International 
Congress of Accountants, held at St. Louis in 1904 and had attended all 
of the congresses held since that time.
Mr. van Dien pointed out that eleven others who attended the St. 
Louis congress were present at this meeting and expressed the hope that 
he would meet those gentlemen again at the one hundredth anniversary of 
the founding of the Institute. He then conveyed the good wishes and con­
gratulations of his country and its society, the Nederlandsch Instituut 
van Accountants. Mr. van Dien presented to the Institute a souvenir 
of the first International Congress of Accountants— a small bale of cotton 
which he had kept before him on his desk for 33 years.
Colonel Montgomery then introduced other representatives of foreign 
societies, each of whom brought a message of congratulations to the 
Institute. They were: Mr. Roger N. Carter, immediate past president of 
the Institute of Chartered Accountants in England and Wales; Mr. 
Walter Holman, president of the Society of Incorporated Accountants 
and Auditors (London); Mr. William Annan, representative of the So­
ciety of Accountants in Edinburgh; Mr. Matthew Mitchell, president of 
the Institute of Accountants and Actuaries in Glasgow; Mr. G. Brock, 
president of the Institute of Chartered Accountants in Ireland; Mr. 
Frank A. Nightingale, president of the Dominion Association of Chartered 
Accountants; Mr. Alfredo Chavero, president of the Institute of Certified 
Public Accountants of Mexico; Mr. Melchior Schwoon, representing the 
Institut der Wirtschaftsprüfer (Germany); Mr. Thomas Goodall, presi­
dent of the London Association of Certified Accountants; Mr. Kenneth 
Dalglish, past president of the Society of Chartered Accountants of the 
Province of Quebec; Mr. Alfred B. Shepard, president of the Institute of 
Chartered Accountants of Ontario; Mr. David Humphries, representative 
of the Corporation of Accountants, Scotland; Mr. J. G. Mundie, past pres­
ident of the Dominion Association of Chartered Accountants and member 
of the council of the Institute of Chartered Accountants of Manitoba; Mr. 
Harvey E. Crowell, representative of the Institute of Chartered Account­
ants of Nova Scotia; and Mr. E. A. Seburn, president of the Certified 
Public Accountants Association of Ontario.
The meeting then adjourned, to be reconvened on Thursday morning.
Round-table Discussions
Three groups met during the afternoon for round-table discussions. The 
subject in each case was introduced in a brief paper by the leader, who sub­
sequently directed the open-forum discussion.
Mr. Rodney F. Starkey, of New York, led one group in discussion of 
the subject, “ Developments in accounting theory and practice since 
1929.”  Mr. Joseph J. Klein, of New York, conducted a group in discussion 
of “ Reorganizations under the revenue act,”  and Mr. Charles B. Couch-
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man, of New York, led discussion of the ideas presented in a paper en­
titled “ To what extent can the practice o f  accounting be reduced to rules 
and standards?” by Mr. Gilbert R. Byrne. Mr. Byrne’s paper had been 
adjudged the winner in the fiftieth anniversary essay contest. Mr. Byrne 
was present and participated in the discussion.
C .P .A . Examiners
The New York State Board of Certified Public Accountant Examiners 
was host to representatives of state boards of accountancy at a luncheon 
on Tuesday, which was followed by discussion of problems arising in the 
administration of state accountancy laws, and later by the annual meet­
ing of the Association of Certified Public Accountant Examiners.
Entertainment
While the members of the Institute and their guests were attending the 
morning session, 270 o f the ladies were conducted on a tour o f John 
Wanamaker’s store. A  fashion show was arranged for their benefit and 
they were entertained at luncheon in the store restaurant. Each lady was 
given a guest card to the Woman’s Club House, which served as head­
quarters for the morning. In the afternoon the ladies, accompanied by a 
number of the men— a group of more than 300— made a tour of the 
“ Queen M ary” at its docks in the North River.
In the evening about 1,200 men and women attended a dinner dance in 
the grand ballroom of the Waldorf-Astoria. Music was by the N B C  
orchestra of Harry Meyer. There was a varied and lively program of en­
tertainment, consisting chiefly of acts brought in from leading night clubs 
in and about New York. There was an atmosphere of informal convivi­
ality, and the occasion was one of the brightest of the week.
OCTOBER 20TH
There were no formal proceedings on this day, so that all who wished 
might devote a full day to participation in the golf tournament, sightsee­
ing in New York, and other opportunities for recreation. There were, 
however, seven round-table discussion groups which were well attended 
and provoked great interest.
Round-table Discussions
Mr. Edwin B. George, economist of Dun & Bradstreet, Inc., conducted 
a session on “ Pricing product under the Robinson-Patman act.”  Mr. 
George P. Ellis, of Chicago, chairman of the Institute’s special committee 
on governmental accounting, led discussion of “ Accounts of govern­
mental authorities,”  based largely on a paper presented by Mr. Lloyd 
Morey, member of the National Committee on Municipal Accounting 
and former chairman of the Institute’s special committee. Mr, Homer N .
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Sweet, of Boston, led a group in discussion of “ Practice problems of ac­
countants in connection with registration statements.” Mr. Maurice E. 
Peloubet, of New York, was leader of a group which discussed the sub­
ject, “ Inventory— what is the lower of cost or market?” Mr. Jacob B. 
Taylor, president of the American Accounting Association and a member 
of the Institute, led discussion of “ Education for the accountant.”  Mr. 
Johnson O’Connor, director of the human-engineering laboratory at 
Stevens Institute of Technology, at Hoboken, New Jersey, presented a 
paper on “ Aptitude tests for staff accountants,”  which provided the basis 
for lively discussion. Mr. James H. Wren, of New York, led discussion of 
“ Accountants’ certificates,”  during the course of which the standard form 
of auditors’ report, which has been adopted by the Institute, was analyzed 
and compared with variations of the form in current use.
Radio Broadcast
A t 6:15 p .m ., Mr. Roger N. Carter, of Manchester, England, immediate 
past president of the Institute of Chartered Accountants in England and 
Wales, made an address at the studios of radio station W ABC which was 
broadcast over the coast-to-coast network of the Columbia Broadcasting 
System. All Canadian stations and the British Broadcasting Company 
were notified so that they might re-broadcast through their own facilities. 
Mr. Carter discussed in general terms the state of international affairs and 
then told of the position of the accountant in England. He closed by urg­
ing that the American business community accept the public accountant 
as guide, philosopher and friend.
Entertainment
On Wednesday guests of the Institute from other lands and the presi­
dents of state societies and their wives were entertained at luncheon by 
Colonel and Mrs. Montgomery at their Greenwich, Connecticut, home. 
The party travelled to and from Greenwich in private cars with a police 
escort by way of the beautiful Hutchinson River Parkway. A t the lunch­
eon, Mr. E. van Dien, of The Netherlands, expressed the gratitude of the 
guests to their host and hostess, and Mr. Melchior Schwoon, of Germany, 
offered a toast to the ladies.
The annual golf tournament, in which teams representing state societies 
and chapters of certified public accountants compete for possession of the 
Missouri golf trophy, was held at the Baltusrol Golf Club at Short Hills, 
New Jersey. Because the weather was threatening, fewer persons partici­
pated in the tournament than had been expected, but the event was con­
sidered entirely successful by the 38 who did participate. The trophy, 
which had been held during the past year by the Texas Society of Certified 
Public Accountants, was won for the New York State Society of Certified 
Public Accountants by a team consisting of Messrs. Percival F. Brundage,
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James J. Hastings, Frederick H. Hurdman and Andrew Stewart. The 
winning score was 365 strokes. Massachusetts was second with 370 strokes 
and Pennsylvania next with a total of 404 strokes.
Other prize winners were as follows:
Low gross— Messrs. J. G. Mundie, James J. Hastings and Andrew 
Stewart, all 88. Upon matching coins, Mr. Mundie won first prize, Mr. 
Hastings second, and Mr. Stewart third.
Low net— Mr. Walter A. Cooper, 76; Messrs. Harold S. Treworgy and
C. O. Wellington, both 77. Upon matching coins Mr. Treworgy won sec­
ond prize and Mr. Wellington third prize.
Match play against par— Messrs. C. A. Bennett and R. D. Seamans, 
both two down; Mr. Percival F. Brundage, three down; Messrs. Karl W. 
Baker and D. B. Galloway, both four down.
Lowest score, 4-par 3 holes— Mr. T. W. Brown, 13 strokes.
Lowest score, 5th and 17th holes— Mr. J. H. Haire, 10 strokes.
Other prizes were given for highest score on the 4th hole, on the 4 par 
3 holes, on the 5th and 17th holes, on the 18th hole, highest score for any 
hole, and the highest gross score for the day. The golf committee, out of 
delicacy, has announced the winners of these prizes in alphabetical order 
only, as follows: Messrs. J. N. Aitken, Jr., T . H. Clarke, L. W. Rogers, 
W. W. Rostet, T. A. Williams and A. A. Wegmann.
Those in attendance at Baltusrol Golf Club were entertained, after they 
had turned in their scores, by the New Jersey Society of Certified Public 
Accountants. The entertainment is said to have consisted mainly of 
beverages, and the chairman of the golf committee reported that, judging 
by the reception he received when he appeared to present the prizes, the 
society had well maintained its reputation for hospitality.
Wednesday also saw the culmination of the tournament for possession 
of the Missouri tennis trophy which was on this occasion put in competi­
tion for the first time. The team representing the New York State Society 
of Certified Public Accountants defeated the team representing the Penn­
sylvania Institute of Certified Public Accountants in the finals at the 
Academy Indoor Courts at Hempstead, Long Island, winning all three 
matches. On the preceding Sunday the New York team had defeated the 
team which represented the New Jersey Society of Certified Public Ac­
countants, winning all three matches, on the courts of the West Side 
Tennis Club at Forest Hills, Long Island. The summaries are as follows:
Semi-finals— New York 3, New Jersey 0
Armand L. Bruneau, of New York, defeated Ralph S. Johns, of New 
Jersey, 6-2, 3-6, 6-2 
Frederick M. Bruell, of New York, defeated Arthur Redmond, of New 
Jersey, 6-1, 6-4
Sidney B. Kahn and Bruell, of New York, defeated Johns and Redmond, 
of New Jersey, 6-2, 6-4
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Finals— New York 3, Pennsylvania 0
Bruneau, of New York, defeated Morris Liebman, of Pennsylvania, 
8-6, 6-3
Bruell, o f New York, defeated G. Allston Jenkins, of Pennsylvania, 6-4, 
2-6, 6-2
Kahn and Bruell, o f New York, defeated C. Whitford McDowell and 
Jenkins, of Pennsylvania, 6-4, 6-2
Those who did not care to play golf or tennis had for their selection a 
variety of opportunities for entertainment. Some, chiefly ladies, spent the 
morning on a sightseeing tour by bus. In the afternoon a large group was 
conducted on a tour of Rockefeller Center and the National Broadcasting 
Company studios. Others participated in an impromptu bridge tourna­
ment at the hotel. In the evening a group of 88 attended a special lecture 
at Hayden Planetarium, given by Mr. Leo Mattersdorf, a member of the 
Institute and an amateur astronomer, with the assistance of a trained in­
strument operator. Mr. Mattersdorf^ discussion was very comprehensive, 
and his technical assistant, as one who was present described it, projected 
on the dome of the planetarium “ everything from Hailey’s Comet to the 
Aurora Borealis.”
OCTOBER 2IS T
General Session
The last general session of the celebration convened on Thursday 
morning and was devoted to the presentation of papers dealing with the 
history of the Institute and of the profession in the United States. Mr. 
Charles F. Rittenhouse, of Boston, vice-president of the Institute, pre­
sided in the morning, and Mr. Edwin H. Wagner, of St. Louis, vice-presi­
dent of the Institute, presided in the afternoon.
The first speaker was Norman E. Webster, chairman of the New York 
State Board of Certified Public Accountant Examiners and a former vice- 
president of the Institute. His paper, entitled “ Public accountancy in the 
United States,”  was the result of many months of research. He told of the 
gradual emergence of the accountancy profession from other callings, be­
ginning in the Colonial period of American history, and traced its de­
velopment through the formation of the American Association of Public 
Accountants in 1887 and the early days of that organization. In doing so, 
he presented much information, culled from original records and obscure 
source books, which had never before been made a matter of public record. 
Mr. Webster announced, in the course of his remarks, that the surviving 
partners of Mr. James T. Anyon, the first secretary of the American Asso­
ciation of Public Accountants, had presented to the Institute the original 
minutes and other records of the organization covering the period of its 
formation during 1886 and 1887.
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After Mr. Webster had spoken, Mr. Rittenhouse called attention to the 
fact that five former presidents of the old Association are still living and 
mentioned their names— Messrs. Frank Broaker, of New York (1896- 
1897); W. Sanders Davies, of New York (1897-1898); Leonard H. Conant, 
of New York (1899-1901); Ferdinand W. Lafrentz, of New York (1901- 
1903); J. Porter Joplin, of Chicago (1914-1916); and Robert H. Mont­
gomery, of New York (1912-1914). He called upon Mr. Lafrentz, presi­
dent from 1901 to 1903, to say a few words. Mr. Lafrentz briefly recalled 
his experiences in accountancy before the turn of the century and the early 
problems of the profession.
The chairman then announced that a $500 prize would be presented to 
Mr. Gilbert R. Byrne, winner of the fiftieth-anniversary contest for the 
best essay in answer to the question, “ To what extent can the practice of 
accounting be reduced to rules and standards?” Mr. Rodney F. Starkey, 
chairman of the special committee which supervised the contest, intro­
duced Mr. Byrne and presented the prize, recalling that his essay had 
been the subject of discussion at one of the round-table groups on Tues­
day. Mr. Starkey also announced that the essays submitted by Messrs. 
William D. Cranstoun, of New York, and Howard C. Greer, of Chicago, 
had received honorable mention.
The next speaker was Mr. Norman L. McLaren, of San Francisco. His 
paper, entitled “ The relationship between accounting and taxation in the 
United States,” was an outspoken discussion of the problems which the 
methods of taxation adopted by the Federal Government have caused in 
business and accounting practice. In introducing his subject, Mr. Mc­
Laren drew a striking comparison of accounting methods followed before 
the income tax became a factor and the methods followed today. The en­
actment of the tax laws of 1913 and 1917, he said, was largely responsible 
for the elevation of the public accountant to the professional status which 
he enjoys today. In closing, Mr. McLaren called attention to the duty of 
public accountants to protect their clients to the best of their ability 
against the imposition of a tax burden in excess of the minimum amount 
prescribed by law.
After Mr. McLaren had spoken, Mr. Rittenhouse pointed out the pres­
ence of Dr. Henry Rand Hatfield, of the University of California, whom 
he described as a man “ who has made an outstanding contribution during 
his entire life to the profession of accountancy,” and introduced him, 
asking that he say a few words. Dr. Hatfield referred to the great debt 
which he considered he owed to the accounting profession and commented 
briefly upon Mr. McLaren’s paper. Mr. Rittenhouse also presented Mr. 
Harvey S. Chase, of Boston, who told of the founding of the Massa­
chusetts Society of Certified Public Accountants by a small group of 
which he was a member.
The meeting then recessed to reconvene in the afternoon.
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After luncheon the meeting was called to order by Colonel Montgomery. 
He introduced Mr. Carman G. Blough, chief accountant of the Securities 
and Exchange Commission and a member of the Institute, and Mr. 
Blough addressed a few words to the audience. Mr. W. Sanders Davies, 
first president of the American Institute of Accountants upon its reor­
ganization in 1916, also was introduced and spoke briefly. Colonel Mont­
gomery then turned the meeting over to Mr. Wagner who introduced Mr. 
Andrew Stewart, of New York, a member of the Institute’s special 
committee on cooperation with the Securities and Exchange Commission. 
Mr. Stewart read a paper entitled “ A  history of the relations between 
the accounting profession and regulatory bodies in the United States.”  
He recalled that regulation of business by the Federal Government really 
began with the passage of the first act creating the Interstate Commerce 
Commission in 1887. He analyzed the effect which the activities of various 
government authorities during the years had exercised upon the develop­
ment of accounting practices. Chief attention was given to the activities of 
government in recent years and especially to the influence of the Securi­
ties and Exchange Commission. Mr. Stewart said that accountants ac­
claim the assistance received from the S.E.C. in carrying out the highest 
ideals of the profession.
After Mr. Stewart’s address the meeting adjourned.
Entertainment
About 60 of the ladies and a few men availed themselves of the arrange­
ments which had been made for a trip by bus to West Point, including 
luncheon at Bear Mountain Inn. The party traveled up the east side of 
the Hudson River through Yonkers, Dobbs Ferry, Irvington and Tarry­
town— a country reminiscent of Washington Irving’s tales and Revolu­
tionary events— until Bear Mountain bridge was reached. There a stop 
was made for luncheon and to provide an opportunity for taking pictures 
of the spectacular Palisades and the Hudson River valley. The party then 
proceeded to the United States Military Reservation at West Point. The 
return trip was via the west shore of the Hudson River, through country 
of great historical interest, to George Washington bridge and across the 
bridge to New York and the Waldorf-Astoria.
Those who did not go on the trip to West Point made a “ behind the 
scenes” tour of the Waldorf-Astoria, or went in small groups to museums, 
matinees and local points of interest.
Banquet
The annual banquet on Thursday evening was the climax of the cele­
bration. It was an occasion of unsurpassed brilliance, made doubly signif­
icant by the presence of honored guests from related professions and 
fields of business and many distinguished leaders of the accountancy pro­
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fession in other lands. Mr. Clem W. Collins, nominee for president of the 
Institute, presided as toastmaster. The principal speaker, Mr. Charles R. 
Gay, president of the New York Stock Exchange, was introduced by Mr. 
George O. May, of New York.
Mr. G ay’s address, on the subject of “ Security markets and business 
progress,”  was one of great interest not only to accountants but to the 
whole business world. He spoke of the close relations that have existed for 
many years between the New York Stock Exchange and the accountancy 
profession and described their joint efforts to improve the method of 
financial reporting by listed companies. Mr. Gay reviewed the develop­
ment of securities markets and discussed some of the problems with 
which they are faced today, dwelling upon their usefulness in directing the 
flow of capital into new corporate enterprises. Mr. G ay’s remarks were 
broadcast by radio station W M CA.
Colonel Montgomery, as retiring president, spoke briefly, expressing his 
wishes for continued progress of the Institute and asking that the new 
administration be given as full support by the membership as his own had 
received.
Later in the evening the toastmaster introduced Mr. H. L. H. Hill, 
senior past president of the Institute of Chartered Accountants in Eng­
land and Wales, who expressed his gratification, as a guest from another 
land, at the hospitality and kindliness with which he and his friends had 
been received by members of the Institute.
OCTOBER 22ND
General Session
A t a session on Friday morning, the Institute completed its regular 
business— the election of officers for the coming year, selection of 
Cincinnati as the next meeting place, and other matters. In the after­
noon the council of the Institute met in executive session, and upon 
its adjournment the last event of the celebration proper had come to a 
close.
Entertainment
On Friday morning 14 of the visitors went by bus to Newark airport 
whence they made an airplane flight over the Metropolitan area of New 
York. The plane was aloft for more than 45 minutes and circled over 
Manhattan Island and nearby parts of New Jersey, Brooklyn and Long 
Island, going out over the Atlantic along Rockaway Beach.
About 150 persons remained to accept an invitation by Columbia Uni­
versity to have tea at the college of accountancy and inspect the offices 
and accounting rooms and laboratories. There was an exhibit of old ac­
counting books of the Montgomery collection which were of special in­
terest to those who had heard the historical papers presented at the general
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session on the previous day. Catalogs of the collection had been distrib­
uted during the preceding days of the meeting.
Approxim ately 750 tickets to radio broadcasts at N ew Y ork studios 
were distributed by the committee on arrangements during the week.
American Institute of Accountants
A Year’s Work
Reprints of the annual report of the 
secretary, with its supplementary re­
capitulation of the activities of the 
Institute during the year 1936-1937, 
are being distributed to all certified 
public accountants of whom the Insti­
tute has record. The recapitulation 
shows opposite each item in the year’s 
program of activities the actual results 
obtained. It is believed that this report, 
covering the first year since the merger 
of the Institute with the American 
Society of Certified Public Account­
ants, will be of particular interest to all 
members of the profession.
1938 Meeting Place
At the general session of the Institute 
on October 22nd, Cincinnati was 
selected as the place of the 1938 annual 
meeting of the Institute. The Ohio 
Society of Certified Public Accountants 
and the Cincinnati chapter had both 
extended invitations, and Abner J. 
Starr, of Cincinnati, spoke briefly at 
the meeting, urging that the invitations 
be accepted.
The California State Society of 
Certified Public Accountants, through 
Willis C. Graves, president, repeated 
its invitation to the Institute to meet at 
San Francisco in 1939. Charles H. 
Goodrich, of Jacksonville, Florida, ex­
tended an invitation to the Institute to 
meet at some Florida city in 1939. 
Harry M. Jay, of Memphis, asked that 
Memphis be considered as the meeting 
place in 1940.
Elections
At the general meeting of the Insti­
tute on October 22nd the following 
officers and members of council, nomi­
nated by the committee on nomina­
tions, were elected:
O f f i c e r s :
President
Clem W. Collins, Colorado 
Vice-presidents 
William C. Heaton, New Jersey 
Anson Herrick, California 
Treasurer 
Arthur W. Teele, New York 
Auditors 
Fred L. Main, New York 
J. S. Seidman, New York
M e m b e r s  o f  C o u n c il  
Five-year term
Marvin O. Carter, Tennessee 
Charles F. Coates, Connecticut 
Charles C. Croggon, Maryland 
George P. Ellis, Illinois 
Ralph B. Mayo, Colorado 
George S. Olive, Indiana 
Earl A. Waldo, Minnesota 
Four-year term
Miller Bailey, Missouri 
Three-year term 
Thomas H. Evans, Michigan 
One-year term 
George Cochrane, New York
Charles B. Couchman, New York, 
and Lincoln G. Kelly, Utah, were 
elected by the council, at its meeting 
on October 18th, to serve on the com­
mittee on nominations. Five members, 
placed in nomination from the floor of 
the general meeting on October 21st, 
were elected as follows:
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T. Coleman Andrews, Virginia 
Stanley G. H. Fitch, Massa­
chusetts 
J. William Hope, Connecticut 
William D. Morrison, Colorado 
Edward B. Wilcox, Illinois
The council of the Institute, at its 
meeting on October 22nd, re-elected 
John L. Carey as secretary of the 
Institute. Seven members of the execu­
tive committee, five members of the 
committee on professional ethics and 
three members of the board of examin­
ers also were elected, as follows:
E x e c u t i v e  C o m m it t e e  
Lewis Ashman, Illinois 
Charles F. Coates, Connecticut 
P. W. R. Glover, New York 
Frederick H. Hurdman, New York 
Paul K. Knight, New York 
Robert H . Montgomery, New York 
C. Oliver Wellington, New York
C o m m it t e e  o n  P r o f e s s io n a l  E t h ic s
I. Graham Pattinson, New York, 
Chairman 
George Cochrane, New York 
Charles C. Croggon, Maryland 
Wayne Kendrick, Washington,
D. C.
Walter Mucklow, Florida
B o a r d  o f  E x a m in e r s
Edward A. Kracke, New York 
Fred L. Main, New York 
Henry E. Mendes, New York
Announcement has been made of the 
dissolution of Wulfing & Stillman, 
formerly at 111 John street, New York.
Announcement has been made of 
the admission of Frederick W. Wulfing 
to partnership in the firm of Barrow, 
Wade, Guthrie & Co., 120 Broadway, 
New York.
Peters, Smith & Co. announce the 
removal of their offices to suite 404, 
Hibbs building, 725 Fifteenth street, 
N. W., Washington, D. C.
Election of Members
In the absence of protest, the presi­
dent has declared elected, as members 
and associates respectively, 36 ap­
plicants whose election had been 
recommended by the board of ex­
aminers and approved by the council 
by mail ballot, as follows:
A d v a n c e d  t o  M e m b e r s h ip
Harold S. King, New York, N. Y. 
George L. Nohe, New York, N. Y. 
Joseph Rosenthal, New York, N. Y.
A d m it t e d  a s  M e m b e r s
Linton D. Baggs, Jr., Macon, Ga.
Leon B. Bernstein, Philadelphia, Pa. 
Albert H. Bierwirth, New York, N. Y. 
Harold G. Bowen, Boston, Mass.
Noah O. Brookins, Los Angeles, Calif. 
Charles Leslie Brown, Chicago, Ill. 
John Harold Burns, Hartford, Conn. 
Harry B. Fischer, New York, N. Y. 
Edward Isaacs, New York, N. Y .
J. Gwyn Jordan, Atlanta, Ga.
John G. Larson, Denver, Colo.
Robert A. Lennertson, St. Louis, Mo. 
John McAlevey, New York, N. Y.
Ed. P. McCluskey, New York, N. Y. 
Joseph H. McGrath, Philadelphia, Pa. 
Charles J. Moore, Biloxi, Miss.
George T. Mumaw, New York, N. Y . 
William W. Rohrbach, New York, N. Y. 
Hubert Taylor, New York, N. Y .
R. C. Thurston, Jr., New York, N. Y. 
Frederick R. Tredwell, Chicago, Ill. 
George Wagner, New York, N. Y. 
George Vernon Whittle, Seattle, Wash. 
Clifford Gilbert Wood, Rockford, Ill.
A d m it t e d  a s  A s s o c ia t e s
Ora Roland Abel, Kansas City, Mo. 
Ed. V. Carlson, San Francisco, Calif. 
Isidor Daniels, New York, N. Y. 
William A. Davies, New York, N. Y . 
Irving Wm. Hest, New York, N. Y . 
Samson Hollander, New York, N. Y . 
Max Otto Mueller, Los Angeles, Calif. 
Waymon G. Peavy, New York, N. Y. 
Henry J. Wintrode, Los Angeles, Calif.
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Examinations
The regular fall examinations of the 
American Institute of Accountants 
will be held on November 18th and 
19th, and cooperating state account­
ancy boards will hold simultaneous 
sessions. Following is the schedule of 
examinations:
T h u r s d a y , N o v e m b e r  18, 1937
9:00 A .M . to 12:30 p . m . Auditing.
1 :30 p .m . to 6:30 p .m . Accounting the­
ory and practice. Part 1.
F r id a y , N o v e m b e r  19, 1937
9:00 A .M . to 12:30 p . m . Commercial law. 
1 :30 p . m . to 6:30 p . m . Accounting the­
ory and practice. Part II.
Closing of Washington Office
The Washington office of the Insti­
tute, formerly the office of the Ameri­
can Society of Certified Public Ac­
countants, which had continued on a 
temporary basis since the merger of the 
Society and the Institute, was ordered 
by the council on October 22nd to be 
closed as of November 30, 1937.
The report of the council to the 
membership at the annual meeting, 
October 22nd, stated that weekly re­
ports of the activities of the Washing­
ton office, from November 9, 1936, 
through August 3 1 , 1937, indicated that 
a total of 508 inquiries had been made, 
98 of which came from members of the 
Institute and others from out of town, 
148 of which came from Government 
departments, and 262 of which came 
from members or others in the District 
of Columbia. The cost of maintaining 
the office through that period has been 
13,483.84, indicating a cost of $6.85 for 
each inquiry, or $35.54 for each out-of- 
town individual who has made use of 
the office.
The council’s report continued:
“ It has been pointed out on several 
occasions that adequate information 
and advice regarding legislation and 
departmental regulations, and intro­
ductions, when necessary, to Govern­
mental officials, have always been 
readily obtained through counsel for 
the Institute, who are situated in 
Washington. Since the merger, the 
principal purpose of the Washington 
office in the National Press Building 
has been to serve as a headquarters 
office for out-of-town members visiting 
Washington and to provide informa­
tion about accountants and account­
ancy to resident and out-of-town mem­
bers and Governmental departments 
who might inquire. In the circum­
stances, the volume of activity does not 
appear to justify the cost of maintain­
ing the office and, in the budget adopted 
by the council for the fiscal year 1937- 
1938, no provision has been made for 
continuation of the office.”
In a communication considered by 
the council at its meeting on October 
22nd, D. W. Springer, formerly secre­
tary of the American Society of Certi­
fied Public Accountants, expressed his 
personal opinion that final decision as 
to continuance or discontinuance of the 
Washington office should be delayed 
for another year on the grounds that 
longer experience might show the office 
to be of greater value than was evident 
from the results of the past year.
Robert H. Montgomery, retiring 
president, expressed his opinion that 
the service to the profession rendered 
by the office was not great enough to 
justify its continuance. William C. 
Heaton, former president of the Ameri­
can Society, concurred in the views 
expressed by Colonel Montgomery, and 
stated his opinion that an office at 
Washington adequate to serve a useful 
purpose could be maintained only at a 
prohibitive cost.
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The New Officers
Following are brief biographies of the 
officers of the Institute elected at the 
general session at the Waldorf-Astoria, 
New York, on October 22, 1937:
C l e m  W. C o l l in s , President
Mr. Collins is engaged in public prac­
tice as senior partner of Clem W. Col­
lins & Co. and is dean of the school 
of commerce, University of Denver.
Born in Bloomfield, Ark., in 1883, 
Mr. Collins attended Drury Academy 
at Springfield, Mo., Warrensburg (Mo.) 
State Normal School, and was gradu­
ated from the University of Denver 
with the B.C.S. degree. Subsequently, 
he obtained the C.P.A. certificates of 
Colorado and California.
He began public practice in Denver 
in 1912 as an individual, and in 1913 
became a partner of Collins & Morris. 
In 1913 and 1914 Mr. Collins served as 
president of the Colorado State Board 
of Accountancy.
During the World War Mr. Collins 
served, with the rank of captain, in the 
Quartermaster Corps.
Mr. Collins was formerly a member 
of the American Society of Certified 
Public Accountants and is a member of 
the Colorado Society of Certified Pub­
lic Accountants. He is a charter mem­
ber of the Institute and was a member 
of the council from 1931 through 1936. 
In 1928-1929 he served as a member of 
the committee on state legislation, and 
in 1929-1930 was chairman of the com­
mittee on meetings. He also has served 
on the special committee on bank­
ruptcy reform and the special com­
mittee on governmental accounting. 
He was a member of the committee on 
professional ethics from 1933 through 
1936.
W i l l ia m  C. H e a t o n , Vice-president
Mr. Heaton is a partner of W. C. 
Heaton & Co., New York, and is a 
resident of New Jersey. He was first 
admitted to the Institute in 1922 as an 
associate and was advanced to mem­
bership in 1925.
Born at Cornwall, New York, and 
educated at Syracuse and Columbia 
universities, he entered public account­
ing practice after a varied experience 
as school teacher and securities sales­
man and broker.
In 1913 he became associated with 
West & Flint, New York, and later 
with Haskins & Sells, at Watertown, 
New York. In 1916 he became office 
manager for Henry Holt & Co. and 
continued in this capacity for several 
years, when he joined Lybrand, Ross 
Bros. & Montgomery. Mr. Heaton has 
practised on his own account since 
1920. He was president of the American 
Society of Certified Public Accountants 
during the year 1933-1934.
He is a member of both the New 
York State Society of Certified Public 
Accountants and the New Jersey So­
ciety of Certified Public Accountants. 
He is. a past president of the New Jer­
sey society.
A n s o n  H e r r ic k , Vice-president
Mr. Herrick is a resident of San 
Francisco and a partner in the firm of 
Lester Herrick and Herrick. He is a 
charter member of the Institute and 
first joined its predecessor organization, 
the American Association of Public 
Accountants, in 1909.
Born in Oakland in 1883, Mr. Her­
rick began practice with Lester Herrick 
in 1903. In 1905 he passed C.P.A. ex­
amination No. 1 under the new Cali­
fornia Accountancy Law. He organized
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and directed the accounts of the Relief 
and Red Cross after the San Francisco 
fire and earthquake of 1906.
Mr. Herrick has long been prom­
inent in the accountancy profession of 
California and has been an active mem­
ber of the Institute for many years. He 
is widely known for his writings on 
accounting subjects and for his discus­
sions of technical subjects at meetings 
of accounting societies. He is the au­
thor of the book, Outline of Brokerage 
Accounting.
In 1936 Mr. Herrick was elected 
president of the California State Soci­
ety of Certified Public Accountants. 
He had previously served as vice-pres­
ident and is a past president of the San 
Francisco chapter of the society.
Mr. Herrick’s Institute activities 
have included three years’ service on 
the special committee on cooperation 
with bankers. He also served for three 
years as a member of the board of ex­
aminers, and in 1935-1936 he was a 
member of the committee on profes­
sional ethics. Mr. Herrick was a mem­
ber of the council of the Institute from 
1931 through 1936.
A r t h u r  W. T e e l e , Treasurer
Mr. Teele, who was re-elected to the 
office of treasurer, is a resident of New 
York, where he has practised since 
1891. His firm, Patterson, Teele & 
Dennis, of which he was a founder, was 
organized in 1901.
He is a charter member of the Insti­
tute and has been one of its most active 
members. He served on the special war 
committee in 1917, 1918 and 1919. He 
was the first chairman of the board of 
examiners, on which he served for a 
number of years. He was vice-president 
in 1919 and 1921, and was for five years 
a member of the council. He has served 
for eleven years on the executive com­
mittee, during eight of which he was
treasurer of the Institute. Other com­
mittees on which he has served are 
those on professional advancement, 
professional ethics, by-laws and ad­
ministration of endowment. During 
the year 1936-1937 he served as chair­
man of the committee on accounting 
procedure, and also as honorary mem­
ber of the special committee on fiftieth 
anniversary celebration. Mr. Teele 
has also been an active member of the 
New York State Society of Certified 
Public Accountants.
During the World War he was a 
member of the War Industries Board 
and later was appointed by President 
Harding to the emergency fleet claims 
committee.
He was president of the New York 
Athletic Club for two years and has 
been a member of the board of gov­
ernors for 12 years.
F r e d  L. M a i n , Auditor
Mr. Main has practised in New 
York as resident partner of Main & 
Company since 1919. He is a native of 
Titusville, Pa., where he was born in 
1881.
He attended the Titusville public 
grammar and high schools and also the 
Oil City Business College. Later he 
took a special course at Columbia 
University.
In 1917 Mr. Main entered public ac­
counting practice with Main, Squires 
& Co., New York. He is a certified pub­
lic accountant of New Jersey, New 
York and Pennsylvania and is a mem­
ber of the society of certified public ac­
countants in each of those states.
He was admitted to the Institute in 
1929. From 1932 through 1936 he 
served as a member of the special com­
mittee on development of the Insti­
tute. In 1936-1937 he was a member of 
the board of examiners.
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J a c o b  St e w a r t  S e id m a n , Auditor
Mr. Seidman is a native of Brook­
lyn, N. Y ., and has been engaged in 
public accounting practice as a partner 
of Seidman & Seidman since 1922. He 
is also an attorney engaged in tax 
practice.
Born in 1900, Mr. Seidman attended 
New York public schools, New York 
University, where he received the
B.C.S. degree in 1921, and Fordham 
Law School where he received the 
LL.B. degree in 1924. In 1922 he be­
came a certified public accountant of 
New York.
Mr. Seidman is a member of the 
New York State Society of Certified 
Public Accountants, the American 
Accounting Association, the National 
Association of Cost Accountants, and 
formerly of the American Society of 
Certified Public Accountants. In 1936 
he became a member of the Institute 
and during 1936-1937 served on the 
committee on Federal taxation.
Tax Report
The executive committee of the 
Institute has authorized a reprinting 
for general distribution of the special 
report of the Institute’s committee on 
Federal taxation, which proposes a 
number of amendments to the Federal 
revenue laws. The report has attracted 
wide attention in the press and in 
business and professional circles. There 
are indications also that it is receiving 
serious consideration by those at Wash­
ington who are reported to be engaged 
in the preparation of amendments to 
be presented to Congress.
The executive committee believes 
that many members of the Institute 
will wish to place copies of the report in 
the hands of their clients. Reprints will 
be made available to all who request 
them for this purpose.
New Officers of Foundation
At a meeting on October 22nd, the 
American Institute of Accountants 
Foundation, composed of the members 
of the council of the Institute, held its 
annual meeting and elected the follow­
ing officers for the coming year:
President— Clem W. Collins, Colo­
rado
Vice-president— William C. Heaton, 
New York
Treasurer— Arthur W. Teele, New 
York
Secretary— John L. Carey 
Benevolent Fund
The board of trustees of the Ameri­
can Institute Benevolent Fund re­
ported, at the general session of the 
Institute on October 22nd, that a total 
of $1,437 had been dispensed during 
the past year to members of the Insti­
tute who were in financial distress. A 
thorough investigation had been made 
in each case. In one case the member 
concerned died, but the Fund had con­
tinued to help his widow. The trustees 
also reported that during the year 
$356.75 had been refunded by members 
assisted in the past.
The Benevolent Fund, the members 
of which are the members of the coun­
cil of the Institute, held its annual 
meeting on October 22nd and elected 
the following to serve as a board of 
trustees: Charles B. Couchman, W. 
Sanders Davies, Frederick H. Hurd­
man, John B. Niven, I. Graham Pat­
tinson, T. Edward Ross and Arthur 
W. Teele, all of New York.
Immediately after the meeting of the 
Fund, the trustees met and elected the 
following officers:
President— John B. Niven, New 
York
Vice-president— Arthur W. Teele, 
New York
Secretary— John L. Carey
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Resolutions
The council of the Institute, as the 
last item of business at its meeting on 
October 22nd, adopted the following 
resolutions, which were immediately 
given to the press:
Municipal accounting
“ RESOLVED, That with a view to 
relieving the burden on taxpayers and 
promoting honesty and efficiency in 
government administration, the coun­
cil of the American Institute of Ac­
countants recommends adoption by 
municipal and state governments of the 
accounting principles laid down by the 
National Committee on Municipal 
Accounting, and be it further
“ RESOLVED, That the principle of 
independent audit should be applied as 
widely to the accounts of government 
units as is the practice in commercial 
organizations.”
Natural business year
“ RESOLVED, That in the interest 
of economy and efficiency in manage­
ment and prompt and accurate reports 
to stockholders, the council of the 
American Institute of Accountants 
recommends general adoption of the 
principle of the natural business year, 
under which each business unit would 
end its accounting period at a date 
coincident with the close of the normal 
cycle of operations in that particular 
business.”
Federal taxation
“ RESOLVED, That the council of 
the American Institute of Accountants 
recommends in the public interest the 
appointment of a non-partisan com­
mission, selected from appropriate 
business and professional groups, to 
conduct an impartial study of Federal 
tax laws with a view to their simplifica­
tion and more equitable application in 
order to remove present inequities, the 
principal of which are the present 
surtax on undistributed profits and the 
tax on capital gains.”
Independent audits
“ RESOLVED, That the council of 
the American Institute of Accountants 
is in favor of Federal legislation requir­
ing the publication of financial state­
ments, audited by certified public ac­
countants, of trade associations, labor 
organizations and similar associations, 
the activities of which affect interstate 
commerce.”
Visitors at Institute Office
The following visitors from out of 
town and foreign lands called at the 
offices of the Institute at 135 Cedar 
street during recent weeks:
Roberto Casas Alatriste, Mexico 
Harry L. Altman, Minneapolis, Minn. 
J. F. S. Arthur, Dallas, Tex.
Dr. Adolf Berliner, Germany
H. O. Boord, Wheeling, West Va.
S. S. Bourgeois, Jr., New Orleans, La. 
Joseph K. Brelsford, Topeka, Kan. 
Scire D. Buell, Portland, Ore.
I. Russell Bush, Philadelphia, Pa.
F. P. Byerly, Philadelphia, Pa.
Clem W. Collins, Denver, Colo.
Carl E. Dietze, Milwaukee, Wis.
J. H. Gilby, Chicago, Ill.
Anson Herrick, San Francisco, Calif. 
Lincoln G. Kelly, Salt Lake City, Utah 
Charles H. Langer, Chicago, Ill.
Joseph P. Long, Cleveland, Ohio
E. Mossinger, Germany
N. O. Richardson, Beaumont, Tex.
W. W. Rostet, Tulsa, Okla.
Melchior Schwoon, Germany 
Louis A. Searson, Columbia, S. C.
Dr. Franz Velder, Germany
Dr. H. Wollert, Germany
Daniel A. Young, Glen Ridge, N. J.
The admission of Richard R. Cole to 
partnership in the firm of R . W. E. 
Cole & Co., of Los Angeles, has been 
announced.
Vincent B. Haggerty announces the 
opening of an office at 55 West 42nd 
street, New York.
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Warning Against Impostor
A member of the Institute in Kansas 
City, Missouri, has reported that 
recently he narrowly escaped being 
made the victim of a confidence man, 
while other accountants in the com­
munity were not so fortunate. The 
offender would introduce himself to the 
accountants as a representative of a 
well-known business concern and pro­
ceed to discuss the engagement of their 
auditing services. In the course of the 
interview, the impostor would ask for a 
small loan to help him meet a minor 
emergency.
Education
A resolution recording the attitude 
of the council of the Institute with 
regards to education for the practice of 
accounting was adopted at the meeting 
of council held on October 22nd. In 
this resolution the council expressed 
itself as believing that the most desir­
able standard of preliminary education 
is the completion of a full course in a 
college of liberal arts, plus graduate 
work in courses designed to train stu­
dents for public-accounting practice. 
Following is the text of the resolution:
“ WHEREAS, After considering the 
1937 report of its committee on educa­
tion it seems desirable that the Ameri­
can Institute of Accountants record its 
policy respecting preliminary educa­
tion for the professional practice of 
accounting; be it
“ RESOLVED, That the council of 
the American Institute of Accountants 
favors the highest practical standards 
for preliminary education, similar to 
those generally in effect in other pro­
fessions such as law or medicine; and 
be it further
“ RESOLVED, That the most de­
sirable standards are the completion of 
a full course in a college of liberal arts 
plus graduate work in courses designed
to train students for public accounting 
practice; and be it further
“ RESOLVED, That the council of 
the American Institute of Accountants 
regards with favor the establishment of 
collegiate courses designed to train 
students for public-accounting practice 
and approves in principle the sugges­
tions of the committee on education as 
to cultural and professional subjects to 
be covered in such courses; and be it 
further
“ RESOLVED, That the committee 
on education is hereby instructed to 
develop in cooperation with educa­
tional bodies minimum standards of 
curricula, finances, library, faculty and 
equipment, by means of which said 
council may judge whether or not given 
courses in a given educational institu­
tion meet with its approval; and be it 
further
“ RESOLVED, That said council is 
strongly opposed to any rigid educa­
tional requirements that may prevent 
a capable and experienced public ac­
countant, otherwise qualified, from 
becoming a certified public accountant, 
and in the opinion of said council 
the certified-public-accountant certi­
ficate should be available to candidates 
lacking formal education who meet 
high standards of apprenticeship train­
ing; and be it further
“ RESOLVED, That said council 
favors gradual requirement of addi­
tional experience in the cases of appli­
cants for the certified-public-account­
ant certificate who have not concluded 
satisfactory courses in accountancy of 
collegiate grade.”
James L. Dohr, of New York, has 
been appointed a co-receiver of the 
New York, Westchester & Boston 
Railway Company.
William L. Esterberg, of Worcester, 
Mass., has been appointed instructor in 
constructive accounting and auditing 
at the Worcester division, Northeastern 
University.
Letters of Congratulation on Fiftieth 
Anniversary Celebration
Following are extracts from letters 
received at the office of the Institute 
commenting upon the fiftieth anniver­
sary celebration:
I am sure you must be feeling happy 
over the splendid success of your anni­
versary celebrations last week . . . 
Mrs. Carr and I enjoyed ourselves im­
mensely, as did the other representa­
tives from Canada, and we extend to 
your president and council our grateful 
thanks for all the kindnesses shown 
towards us. . . .
A u s t in  H . C a r r ,
Secretary, The Dominion Association 
of Chartered Accountants
I wish to compliment the officers of 
the Institute and the New York ac­
countants for the very elaborate pro­
gram at the recent convention in New 
York, which, no doubt, was the most 
enjoyable meeting ever held by the 
Institute.
I enjoyed every minute of my stay in 
New York, although I have been there 
a number of times, and it is my impres­
sion that every other member who at­
tended that meeting would readily 
make the same statement.
F r a n k  G. R o g e r s  
San Antonio, Tex.
I returned to Montreal this morning 
after a very memorable three days in 
New York attending the fiftieth anni­
versary meeting of your Institute.
The whole undertaking was such a 
tremendous one that it is almost un­
believable that everything went so 
smoothly. You are certainly to be con­
gratulated on the success of the meet­
ing.
K e n n e t h  D a l g l is h ,
Past president, The Society of Char­
tered Accountants of the Province 
of Quebec
This is just a note to say that Mr. 
Bachrach and I enjoyed the convention 
very much last week and thought that 
the committee and your secretariat did 
an excellent job.
A d r ia n  F . Sa n d e r b e c k  
Pittsburgh, Pa.
The recent convention will go down 
in history as the greatest convention 
ever held, and I doubt whether they 
will ever have one which will surpass it. 
Congratulations to you and those who 
were so helpful in entertaining the large 
number of accountants and their wives 
who attended the convention.
E d w in  H . W a g n e r
St. Louis, Mo.
May I add my expression of appre­
ciation for the fiftieth anniversary cele­
bration of the Institute. The commit­
tee, your office, and all those concerned 
with the development and execution of 
the convention deserve the highest 
praises.
To those of us attending our first 
Institute meeting it was an inspiration.
K e n n e t h  W h i t e ,
President, Kentucky Society of Cer­
tified Public Accountants
I have been absent from my office 
almost continuously since the dinner 
of the American Institute of Account­
ants which I had the pleasure of at­
tending. I must not fail to thank you 
and, through you, Colonel Montgomery 
for the courtesy of your invitation. 
The dinner seemed to me splendidly to 
signalize the establishment of one great 
national organization.
H a r l a n  H . H o r n e r ,
Assistant Commissioner for Higher 
Education, The University of the 
State of New York
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Activities of State Societies
The Ohio Society of Certified Public 
Accountants recently distributed among 
business men of that state copies of the 
revenue act of 1937.
The education and publicity com­
mittee of the Michigan Association of 
Certified Public Accountants is prepar­
ing an active program. The chairman, 
William Ferguson, has asked the mem­
bers of the society to answer the 
following questions:
1. What kind of education should we
undertake ?
2. Whom should we approach with
our story ?
3. How shall we approach the sub­
jects outlined?
4. Do you think direct publicity
should be used ?
5. Will you be willing to help carry
the message ?
The New York State Society of 
Certified Public Accountants has an­
nounced that, as soon as the volumes 
in the society’s library are cataloged, 
limited circulation privileges will be 
extended to members.
The bulletins of several state societies 
have reproduced the text of the adver­
tisement on the natural business year 
which the Barnett National Bank of 
Jacksonville had placed in the Florida 
Times-Union and the Jacksonville 
Journal during September. This adver­
tisement is one result of the work of the
Florida Institute of Accountants com­
mittee on natural business year.
Arthur W. Yardley, president of the 
Massachusetts Society of Certified 
Public Accountants, has called atten­
tion to three new committees estab­
lished this year— the committee on 
ethics, appointed following the adop­
tion of a code of professional conduct; 
the committee on cooperation with the 
bar association, appointed to confer 
with a subcommittee of the bar associa­
tion; and the committee on taxation, 
appointed to inform the membership 
from time to time of matters of current 
interest relating to Massachusetts 
taxes.
The Utah C.P.A ., began, with the 
October issue, to publish monthly 
digests of office decisions, rulings and 
regulations promulgated by the tax 
commission of the state of Utah.
The Connecticut Society of Certified 
Public Accountants has decided to hold 
a two-day tax conference in December, 
at which the following subjects are to 
be discussed:
The 1937 revenue act.
New rulings on old questions.
Case studies of corporation planning 
for taxes.
Case studies of accountants’ review 
for tax purposes.
The first of the evening staff dis­
cussion meetings of the Massachusetts 
society was held on October 5th. The 
subject was “ Fraud,”  and was intro­
duced by Harry I. Kessler.
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Meetings and Elections
California State Society of C.P.A’s
Los Angeles Chapter
Date: October 11, 1937.
Speaker: Buron Fitts, “ Problems of the 
district attorney’s office, particu­
larly with respect to accountants as 
witnesses.”
Elections: President— Arville R. Cooper.
Vice-president— Oscar Moss.
Secretary-Treasurer— James A. Cas­
ter.
Directors: Thornton G. Douglas and 
William E. Ware.
District of Columbia Institute of
C.P.A’s
Date: June 30, 1937.
Speakers: Joseph K. Moyer, Harold S. 
Roberts and Julius Sinker, all of 
Washington, D. C.
Elections: Board of governors— John 
Berg and Joseph K. Moyer, both 
of Washington, D. C.
Illinois Society of C.P.A’s
Date: September 14, 1937. Annual 
meeting.
Place: Chicago.
Elections: President— Hiram T. Scovill, 
of Urbana.
Vice-president— Edward B. Wilcox, 
of Chicago.
Secretary-Treasurer— Frank Ahlforth, 
of Chicago.
Iowa Society of C.P.A’s
Date: October 9, 1937. Annual meeting.
Place: Des Moines.
Elections: President— I. B. McGladrey, 
of Cedar Rapids.
Vice-president— Sidney L. Taylor, of 
Sioux City.
Secretary— William A. Shute, of 
Waterloo.
Treasurer— P. L. Billings, of Des 
Moines.
Maryland Association of C.P.A’s
Date: September 14, 1937. Annual 
meeting.
Place: Baltimore.
Elections: President— Harold N. House, 
of Baltimore.
Vice-president— James L. Benson, of 
Baltimore.
Secretary— John J. McKewen, of 
Baltimore.
Treasurer— J. Elwood Armstrong, of 
Baltimore.
Massachusetts Society of C.P.A’s
Date: September 27, 1937.
Place: Boston.
Speaker: Dwight P. Robinson, Jr., 
research director of the Massachu­
setts Investors Trust, “ Account­
ants’ reports and audited accounts 
from an investment analyst’s view­
point.”
Date: October 27, 1937 (joint meeting 
with Boston chapter, National 
Association of Cost Accountants).
Place: Boston.
Speaker: Charles C. James, of Steven­
son, Jordan & Harrison, “ Account­
ing for distribution costs and its 
implications under the Robinson- 
Patman act.”
Michigan Association of C.P.A’s
Date: September 23, 1937.
Place: Detroit.
Speaker: Merle A. Yockey, “ The reve­
nue act of 1937.”
35
36 The Certified Public Accountant
Missouri Society of C.P.A’s
Date: September 17, 1937.
Place: Kansas City.
Elections: President— Parry Barnes, of 
Kansas City.
First vice-president— John J. Lang, 
of St. Louis.
Second vice-president— Francis R.
Brodie, of Kansas City.
Secretary— Paul F. Swantee, of Kan­
sas City.
Treasurer— William Charles, of St. 
Louis.
Members of council from St. Louis: 
For three years— O. E. Fischer, 
A. J. Saxer, E. H. Wagner.
For one year— A. J. Benner. 
Members of council from Kansas 
City:
Procter H. Kerr, J. G. Stauffer, 
Paul F. Swantee.
Ohio Society of C.P.A’s
Cleveland Chapter
Date: October 15, 1937. Annual meeting. 
Elections: President— Edward L. Pitt. 
Vice-president— C. Herbert Cox. 
Secretary-Treasurer— Willis E. Lewis. 
Directors— E. P. Ellenberger and 
Robert Logie.
Oregon State Society of C.P.A’s
Date: June 9, 1937. Annual meeting. 
Elections: President— Ralph B. Strat­
ford, of Portland.
Vice-president— C. E. Rawlinson, of 
Portland.
Secretary— Virgil G. DeLap, of Port­
land.
Treasurer— Albert M. Niemi, of 
Portland.
Directors— T. H. Carstensen, and 
Eric P. Van, both of Portland.
Date: October 13, 1937.
Place: Portland.
Speaker: Charles E. McCulloch, at­
torney-at-law, of the firm of 
Carey, Hart, Spencer & McCul­
loch, “ The 1936 and 1937 revenue 
acts.”
Utah Association of C.P.A’s
Date: September 30, 1937.
Place: Salt Lake City.
Speaker: Wilford A. Beesley, reporting 
for a committee appointed to de­
sign the system of accounting for 
third-class municipalities in the 
state of Utah.
Virginia Society of C.P.A’s
Date: September 11, 1937.
Elections: President— Robert L. Per­
singer, of Covington.
Vice-president— Emmett P. Dallas, 
of Norfolk.
Secretary-Treasurer— A. M. Toler, 
of Richmond.
Directors— Hugh L. Dickerson, of 
Richmond; A. Joel Jackson, of 
Norfolk; James A. Rennie, of 
Richmond; and Morris W. Whit­
aker, of Lynchburg.
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The Institute’s Staff
O U T S ID E R S  who are unfamiliar with the Institute’s affairs 
occasionally ask the secretary if his is a full-time job. They are 
surprised to learn not only that it is but that 26 other persons are 
full-time employees of the Institute and that twelve-hour days 
are no novelty to any of them. It will be obvious to a reader of the 
recent report, A  Year's Work, distributed in pamphlet form to all 
certified public accountants, that the accomplishments of the past 
year would have been impossible without adequate staff assistance.
Knowledge of the Institute’s personnel and staff organization 
may enable members and state societies to make more effective 
use of its facilities. It should be helpful to the members to know, 
not only what services the Institute is prepared to render, but also 
the procedure by which these services are performed and the re­
sponsibilities o f each staff member. Since there have been several 
additions and shifts in personnel recently, this seems a suitable time 
to publish descriptions of the Institute’s employees. These appear 
on page 16, o f this bulletin.
An outline form of the organization is as follows:
Secretary and Managing Editor 
Assistant Secretary Associate Editor
Assistant to the Secretary Business Manager
Assistant to the Treasurer Head of Mailing Department
Librarian
Nineteen Assistants of Various Types
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Cooperation Between Lawyers and Accountants
A Symposium
Participants:
J. William Hope, president of the Connecticut Society of Certified Public 
Accountants.
Farwell Knapp, chairman of the Connecticut State Bar Association com­
mittee on cooperation between lawyers and accountants.
Frances Roth, attorney.
R oth : Good evening, gentlemen. A t first glance there is no connection 
between our subject tonight and Armistice Day, but when you pause 
and look into the matter a bit, you see a very definite relationship—  
World War, armistice-depression, taxes. In fact, more and more taxes. 
And with all these new tax measures descending upon us, the work of the 
accountants must have increased by leaps and bounds, Mr. Hope.
H o p e : Yes, Mrs. Roth, complete bookkeeping records and competent 
audit reports have become necessities in all business organizations of late 
years, and as a result the public accounting profession has taken its place 
as one of the important adjuncts of the business world.
R o th : The passage of these new laws, such as the social-security act, 
has brought into being a vast number of administrative officials who 
really are branches of the judicial system. Do accountants have the 
right to practise before these commissions ?
H o p e : From the very beginning certified public accountants have been 
recognized as having the training and ability to handle tax cases and 
have been granted the right to practise before the many judicial bureaus 
which have been set up for the administration of the several tax laws.
R o t h : There must be a point, right about here, where a lawyer’s 
services become rather necessary, Mr. Knapp.
K n a p p : Of course, Mrs. Roth, there are many problems in which 
lawyers alone can be of help. But I am not interested in that so much as in 
problems where both lawyers and accountants can be of help to a client. 
There are many such. Take the preparation of an income-tax return. 
In large part it can be done by an accountant, but points arise where a 
lawyer is indispensable. Suppose all the figures have been prepared, 
upon what the taxpayer and the accountant believe to be the correct 
theory, and that this theory would show certain items to be non-taxable.
It often happens that the Internal Revenue Bureau has made a ruling 
on this exact point, holding the items taxable. Here the lawyer must 
enter the picture.
N o t e .—Transcript of a radio discussion, Law and the Layman Series, broadcast from station WICC, 
Bridgeport, Conn., on Thursday, November 11, 1937.
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Is such a ruling backed up by the statute? I f  not, can it be overthrown, 
as beyond the authority of the bureau? What have the high courts said 
about this or similar points ? W hat is the history and theory behind such 
decisions ? How good is the evidence in the case ? What are the chances of 
contesting it? Would it be worth while?
These are some of the questions that the lawyer and nobody else is 
responsible for answering. It is a great responsibility, but it has to be 
shouldered.
H o p e : I am glad you asked that question, Mrs. Roth.
Though it is a fact that certified public accountants have the privilege 
of appearing in behalf of their clients before the various tax boards, no 
reputable accountant will endanger his client’s interests by attempting 
to oppose the Government’s legal departments without the assistance 
of the client’s attorney, who alone is qualified to cope with the many in­
tricacies of law and the presentation of evidence.
R o t h : Y ou have made it very clear to me that it is this cooperation 
between lawyer and accountant, and the recognition of the need for both 
in their own separate fields to offset the use of both by the Government, 
which insures the business man against losses that might be the result 
of inadequate or incompetent preparation and presentation of his tax 
cases. And there must be other points at which both professions contact, 
the drawing of corporation organization papers, for example.
K n a p p : A s to drawing corporate papers, the accountants themselves 
agree that it should be done by a lawyer. But here again, there is a wide 
field for cooperation between the two professions. The lawyer must not 
only see that the formal part is done correctly (which in reality almost 
any one might do), but he must foresee as far as possible all possible com­
plications. The situation may be infinitely complicated. Just as there are 
no limits to the intricacies of legal relationships, so there are no limits 
to the intricacies of financial relationships which may arise. T h at is where 
the accountant comes in.
Even in an apparently simple case, there m ay be hidden problems, both 
legal and financial. I shall not try to give an example, as it would take 
too much time; but it is safe to say that it would be well to have both a 
lawyer and an accountant work together on many corporate problems. 
Ideally, such cooperation ought not to be appreciably more expensive 
to the client; and since the sole justification for the existence of the two 
professions is to give good service to the public, they ought to cooperate 
in just such problems as these and the public ought to require them to 
do so.
R o t h : I suppose it is this need for cooperation between the profes­
sions that has started the movement on the part of bar associations 
and societies of certified public accountants throughout the country to 
form joint committees. In fact, we three are all members of such a joint
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committee of state associations in Connecticut, of which Mr. Knapp is 
chairman.
K n a p p : The purpose of the joint committee is simply to try to serve 
the public better, to get both lawyers and accountants to work on prob­
lems which neither can solve alone. O f course, not all problems have a 
double aspect, but many have, and it is these to which the efforts of the 
committee are directed. The committee is appointed by the State Bar 
Association and the Connecticut Society of Certified Public Accountants.
H o p e : That, Mr. Knapp, clearly states the position of the accountant 
as well as the lawyer. The Connecticut Society of Certified Public Ac­
countants has within its membership practically all of the practising 
certified public accountants in this state, and one of the society’s chief 
purposes is to protect the business public against irregular practises. 
We have made much progress in this regard, and we believe the cooperat­
ing committees of lawyers and accountants will be of considerable as­
sistance in the accomplishment of these purposes.
R o t h : We frequently hear that there are two things one cannot escape, 
death and taxes. As a matter of fact, Mr. Knapp, no one in this state 
knows better than you do, that there is taxation after death. There are 
so many interesting angles to the subject, won’t you please tell us a few 
of the high lights?
K n a p p : It is not quite fair to speak of a game between the taxpayer 
and the taxing authority to see which can best the other, for the taxing 
authority is really the legislature, that is to say, the taxpayers them­
selves. Y et, it often at short range looks like a game, with a court as 
umpire. And in this aspect, if the taxing authority has the advice of ac­
countants in drafting tax laws (as he usually has), it is not unfair for the 
taxpayer to use both accountants and lawyers. But he must use them 
efficiently. He must not use a lawyer where an accountant can do a 
better job, and vice versa. This is just what the committee is trying to 
work on. If  we are at all successful, the taxpayer should be much better 
taken care of.
R oth  : Most people think, Mr. Hope, that tax returns, bookkeeping and 
accounting are dry-as-dust subjects, but I know that your work is often 
fraught with great human interest.
H o p e : There are many examples of the type of service that an account­
ant renders that might be called fraught with human interest, but I would 
like to draw for you one case study of an ordinary income-tax problem in 
a small but growing business.
Three years ago four business men recovering from the depression 
agreed to associate themselves in a promising business venture. Their 
capital was limited, and like all business it was risky and capital loans 
could not be obtained. They agreed, however, to pool their resources and 
reinvest their earnings in the development of plant and equipment.
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On consultation with their lawyer and the public accountant who 
was retained, the organization was agreed upon and they decided to 
incorporate. This done, they started business and gave all of their own 
time, all days and most nights, to the attention of their business. They  
drew modest living wages. After hard going the business became profita­
ble, but every dollar they made went back for payment of machinery 
and equipment.
The year 1936 came and business was good. Their small plant was taxed 
to the point where expansion was necessary. Though they were required 
to work harder than ever, they were happy, for theirs was another perfect 
example of the type of progressive American business, which through hard 
work had grown from practically nothing to what promised to be another 
healthy, prosperous institution— another link in the chain of real achieve­
ment that has made this glorious country of ours the most outstanding 
of the nations of all history.
R o t h : Wasn’t ’36 the year that brought some serious tax problems?
H o p e : Yes, the most serious of all business tax problems, the undis­
tributed-profits tax. Our business friends had made a good profit, had 
drawn practically no salaries and had reinvested their earnings in the 
expansion of the business.
Aware of the workings of the undistributed-profits tax, the accountant 
called on his business clients before the end of the year for the ex­
pressed purpose of checking on their operations and figuring the tax 
possibility. His findings were that they would close their year showing 
a heavy profit and that, in addition to the ordinary corporation income 
tax, they would be subjected to an undistributed-profits tax which would 
exceed in total their whole available working capital, leaving them with 
no funds to carry on future operations.
Our business friends were informed of this condition by the accountants, 
and they were stunned. Unless they could borrow the money to pay the 
taxes they could not pay their creditors, and it was possible that, at the 
very moment they were happiest over their success, they would be placed 
in a position that would make it impossible to continue to do business.
R oth  : M ight this be a point where the advice of a lawyer was needed, 
Mr. Hope?
H o p e : It was. The company lawyer was consulted, and a meeting of the 
owners was called to give consideration to the problem. T o  meet the 
situation the owners were voted reasonable salaries necessary in amount 
to compensate for their hard work and able management of the com­
pany’s affairs. It was agreed that these additional salaries would not be 
paid, but would be turned back to increase the invested capital of the 
corporation. Though this procedure is strictly legal and in this case was 
the only available method of preventing a possible collapse of this prom­
ising business, it is not set forth as an aid to business in the tax laws and
6 The Certified Public Accountant
would only be known to one skilled in the workings of the law. The result 
was that the individuals paid the ordinary income tax on the salaries 
voted to them. The corporation paid the ordinary tax on the small re­
maining taxable income, but escaped the confiscatory levy of the undis­
tributed-profits tax.
Acquaintance with the tax laws in this instance saved a growing busi­
ness from the stifling effect of a complete loss of working capital, and 
allowed it to go on its happy way developing a sound future for its 
owners and permitting steady employment to its workers.
I f  this true story has the ring of an indictment of the undistributed- 
profits tax, I do not wish to deny it, for it is m y opinion that, even though 
this tax has made more work for us accountants, it is unjust and particu­
larly unfair in its effect on the small growing business. It should be re­
pealed or modified at the very earliest opportunity.
R o t h : T h at was a very interesting case, Mr. Hope, and I understand 
that there is great movement on foot to make the changes that you recom­
mend. Now, Mr. Knapp, in the short time left, will you tell us an incident 
that demonstrates the fact that truth is often stranger than fiction.
K n a p p : Mrs. Roth, truth is strange sometimes. When I was deputy 
tax commissioner a case came up which had all the earmarks of a gift, 
which was subject to inheritance tax as made in contemplation of death. 
You know that such gifts are subject to inheritance tax, as otherwise it 
would be too easy to beat the tax by giving away all your property before 
you die. Well, this case came up and it seemed pretty clear. The decedent, 
who was wealthy, had given away practically all of his property shortly 
before his death. He was seriously ill when he made the gifts and he died 
of that illness. But when I inquired more in detail I was told that the 
decedent was a Millerite. I was not quite sure what that was, so I looked it 
up. A  Millerite is a follower of the religious doctrines of Pastor Miller, 
and one of the tenets of that religious sect is that the believers in it will 
never die, so instead of having a clear case for taxability I had to confess 
myself completely licked. I didn’t even try to impose a tax.
R o t h : Thank you both for coming here this evening. The committees 
which you represent are doing a fine work in behalf of the legal and 
accounting professions and we are pleased to have had you for this 
broadcast in our Law and Layman series.
American Institute of Accountants
Visitors at Institute Office
The following visitors from out of 
town and foreign lands called at the 
officers of the Institute at 135 Cedar 
street during recent weeks:
William J. Hardman, Buenos Aires, 
Argentina
Arthur E. Haslund, Minneapolis, 
Minn.
Mr. Lagerman, Sweden
Alexander H. Merriles, Shanghai, 
China
Walter Mucklow, Miami Beach, Fla.
Lecture and Study Group
The first fall meeting of the lecture 
and study group members of the In­
stitute in and near New York was held 
at The Town Hall Club, 123 West 
43rd Street, New York, on the evening 
of November 2,9th, starting with an 
informal dinner.
There were 60 members present at 
the dinner, and about 30 more attended 
the meeting, which started at 7:30 
p .m . and lasted until 10 o’clock. 
Robert H. Prytherch, chairman of the 
informal committee on lecture and 
study group, conducted the meeting. 
The discussion was confined to the 
topic, “ Inventory valuation in view of 
recent price decline.”
Additional meetings of the group are 
scheduled for December 20th and Janu­
ary 17th. The topics chosen for discus­
sion at these meetings are, respectively, 
Federal taxation and state taxation.
Progress of the Institute
Following the annual meeting, the 
first necessity was the appointment of 
committees for the current fiscal year. 
The work of appointment and organiza­
tion is now practically complete. The 
president has appointed 33 commit­
tees, including approximately 204 mem­
bers of the Institute.
M e m b e r s h ip
The membership at December 1st 
was 4,963 (4,062 members and 901 as­
sociates). Applications for membership 
in recent months have been less than in 
the corresponding period of the prior 
year. The president, with the approval 
of the executive committee, is appoint­
ing a special committee on member­
ship, under the chairmanship of Wil­
liam D. Morrison, Denver, composed 
of a member in each important city in 
the country, who is to be suggested for 
this work by the president of his state 
society. Naturally, each member of the 
committee will be a member of the 
state society, as well as of the Institute, 
and it is expected that the work of the 
committee will be of benefit to both. 
The Institute’s staff is preparing a card 
file of certified public accountants, 
eligible for membership, who have not 
yet submitted their applications to the 
Institute. This file will facilitate the 
work of the committee on membership, 
which the president has recommended 
should be made a standing committee 
by amendment of the by-laws.
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In a letter to state society presidents, 
the president of the Institute has asked 
for suggestions as to how the national 
organization may be of assistance in 
increasing the membership of state 
societies.
L e c t u r e  a n d  St u d y  G r o u p
The first meeting of the New York 
lecture and study group was held at 
The Town Hall Club, New York, on 
November 29th. Other meetings are 
being arranged for December, January 
and February. The subject of the No­
vember meeting was “ Inventory valu­
ation in view of recent price decline.”  
About 90 persons were in attendance. 
The committee in charge includes Rob­
ert H. Prytherch, Harold V. Beairsto, 
Harold R. Caffyn, Walter A. Hurley 
and Edward Simone, all of New York.
E s s a y  C o n t e s t
A committee of judges is engaged in 
reading the essays submitted in the es­
say contest on the subject of “ Staff 
Training,” which closed October 31st. 
Announcement of the winners is ex­
pected in the near future. Prizes total 
$100. The committee is: Sidney W. 
Peloubet, William M. Black, A. S. 
Fedde, and N. J. Lenhart, all of New 
York.
C o o p e r a t io n  w it h  B a r  A s s o c ia t io n
F. P. Byerly, New York, chairman, 
and Lewis Ashman, Chicago, mem­
bers of the special committee on coop­
eration with the bar association, met in 
Chicago with a committee of the Amer­
ican Bar Association in November, at 
which further discussion of mutual 
problems took place.
C o o p e r a t io n  w it h  S .E .C .
At a meeting of the special commit­
tee on cooperation with Securities and 
Exchange Commission in October, it
was resolved that the committee offer 
its services to the new chairman of the 
commission, William O. Douglas. Sub­
sequently, the chairman of the Insti­
tute’s committee, Rodney F. Starkey, 
of New York, called on Mr. Douglas 
and expressed the committee’s willing­
ness to assist and advise the commission 
in every practicable way.
C o o p e r a t io n  w it h  C r e d it  M e n
A suggested plan of cooperation be­
tween accountants and credit men was 
mailed in November to each member of 
cooperating committees recently ap­
pointed by the National Association of 
Credit Men and the American Insti­
tute of Accountants. A bulletin con­
taining discussion at a meeting of 
credit men and accountants in New 
York was also forwarded to the com­
mittee members, as an indication of 
topics which might be suitably dis­
cussed at joint meetings.
William R. Donaldson, chairman of 
the Institute’s committee, addressed 
the New Jersey Association of Credit 
Men, at Newark, in November.
M e e t in g s
In addition to those mentioned 
above, the following committees have 
met since the annual meeting:
Board of examiners 
Executive committee (2) 
Committee on publication (2) 
Committee on state legislation
St a t e  S o c ie t ie s
Visits to state societies by the presi­
dent and secretary of the Institute and 
the chairman of its board of examiners, 
which occurred in November and De­
cember, are reported elsewhere in this 
bulletin.
The secretary and assistant secre­
tary of the Institute have conferred 
with the chairman of the Advisory
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Council of State Society Presidents on 
several matters of importance.
The Institute is acting as a clearing 
house for the state societies, through 
which bulletins and other publications 
of each may be distributed to the oth­
ers. Already material on competitive 
bidding, relations with the bar and 
natural business year, have been sent 
from the Institute’s office to all state 
societies, in addition to several regular 
bulletins of state societies.
The secretary of the Institute has 
asked the president of each state so­
ciety for suggestions as to how the In­
stitute’s staff may render practical as­
sistance in the development of state 
society programs.
M u n ic ip a l  A c c o u n t in g
Plans for a conference on municipal 
accounting in the spring are being 
sponsored by the Institute’s special 
committee on governmental account­
ing, of which George P. Ellis, of Chi­
cago, is chairman.
P u b l ic it y
Newspaper clippings received as a 
result of the fiftieth anniversary cele­
bration are equivalent to 60 newspaper 
columns. Items appeared in 83 news­
papers, representing 34 cities and 19 
states.
S p e a k e r s ’ B u r e a u
The staff is organizing a speakers’ 
bureau, through which arrangements 
may be made for members of the In­
stitute to address meetings of state so­
cieties and other groups, on various 
subjects. The first actual service of 
the bureau was arrangement of an ad­
dress by George M. Thompson, mem­
ber of council of the Institute, of Los 
Angeles, before the Arizona State So­
ciety of Certified Public Accountants, 
in November.
N a t u r a l  B u s in e s s  Y e a r
Information on natural business year 
has been sent to more than 300 com­
panies, whose executives wrote in for 
information, as the result of a reference 
in a monthly Business Review, pub­
lished by the National Association of 
Credit Men.
An entire page of Business Week, 
for October 23, 1937, was devoted to 
the natural business year, as a result of 
discussion at the Institute’s fiftieth an­
niversary.
Y e a r - b o o k
Publication of the 1937 Year-book 
is expected about January 1, 1938. 
Most of the copy is in the printer’s 
hands and many of the proofs have al­
ready been read.
F if t ie t h  A n n iv e r s a r y  P r o c e e d in g s
The souvenir book, which will con­
tain full proceedings of the fiftieth an­
niversary celebration, is well on the 
way to publication. It will appear 
shortly after January 1st. Historical 
data, in addition to papers and discus­
sions at the anniversary meeting, will 
be included in the book, with a number 
of photographs and illustrations. A 
complimentary copy of the book will 
be sent to every member and guest 
who registered at the meeting, and the 
remaining copies will be placed on pub­
lic sale.
T h e  J o u r n a l  o f  A c c o u n t a n c y
The committee on publication has 
decided to resume the Students’ De­
partment, beginning with the January 
issue. This department had been 
omitted since last spring. Solutions to 
Institute’s examinations, which would 
have appeared in the magazine if the 
Students’ Department had not been 
discontinued, will be sent free to sub­
scribers in pamphlet form.
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Decision has been made to increase 
the size of The Journal in months when 
an extraordinary amount of good ma­
terial is available. The December, 1937, 
issue contains 96 pages of text, instead 
of the usual 80.
A Y e a r ’s W o r k
Copies of A  Year's Work, a report 
reciting the activities of the Institute 
for the year 1936-1937, have been sent 
to 17,000 certified public accountants. 
Comments of several readers are pub­
lished elsewhere in this bulletin.
L ib r a r y
In the month of October, the library 
answered 1,064 inquiries, as compared 
with 901 a year ago. There were 555 
visitors in October of this year, and 340 
books and pamphlets were lent to 
members.
M a il
More than 16,000 pieces of mail left 
the offices of the Institute, in the month 
of November (exclusive of the 17,000 
pamphlets mentioned above, which 
were mailed from the printer’s plant).
N um ber o f C .P .A . Certificaets 
Issued
The records at the offices of the In­
stitute, according to the latest study 
made, indicate that 22,614 certified 
public accountant certificates have 
been issued in the United States, the 
District of Columbia and the terri­
tories. Of these, 168 have been issued 
by territorial authorities. The number 
of living certified public accountants—  
estimated by eliminating from the total 
of certificates issued those issued to the 
same person by several authorities and 
those which have lapsed through 
deaths, revocation or other causes— is 
approximately 17,000.
Am endment o f By-laws
Passage of the proposed amendment 
to the by-laws submitted to the mem­
bership under date of November 12, 
1937, is assured. The count just before 
this bulletin went to press showed that 
the majority of all the members of the 
Institute entitled to vote had voted in 
favor of the amendment. The unofficial 
count was 2,129 in favor and 48 
against.
The official count will be certified to 
the president in the near future and he 
will officially declare the amendment 
effective.
The purpose of the amendment is to 
prevent members of the committee on 
professional ethics from voting as 
members of the trial board. Following 
is the text of the amendment:
“ Sec. 3. For the purpose of adjudi­
cating charges against members or 
associates of the Institute as provided 
in the foregoing sections, the council 
shall convene as a trial board. Members 
of the committee on professional ethics 
shall not be entitled to vote as mem­
bers of the trial board. The executive 
committee shall instruct the secretary 
to send due notice to the parties con­
cerned at least thirty days prior to the 
proposed session. After hearing the 
evidence presented by the committee 
on professional ethics or other com­
plainant and by the defense, the trial 
board by a two-thirds vote of the mem­
bers present and entitled to vote may 
admonish or suspend for a period of not 
more than two years the member or 
associate against whom complaint is 
made or by a three-fourths vote of the 
members present and entitled to vote 
may expel the member or associate 
against whom complaint is made. A 
statement of the case and the decision 
of the trial board thereon, either with 
or without the name of the person in­
volved, shall be prepared by the execu­
tive committee and published in The 
Journal of Accountancy.
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“ Sec. 4. At any time after the pub­
lication in The Journal of Accountancy 
of a statement of the case and decision 
of the trial board thereon the council, 
sitting as a trial board, members of the 
committee on professional ethics not 
being entitled to vote, by a three- 
fourths vote of the members present 
and entitled to vote may recall, 
rescind or modify such expulsion or 
suspension.”
A p p o in tm en ts
The president has appointed the fol­
lowing committees to serve for the 
fiscal year 1937-1938. Additional com­
mittee appointments will be announced 
in a subsequent issue.
C o m m itte e  o n  B y - la w s  
William B . Franke, chairman, New 
York
Frederick B. Andrews, Illinois
H. J. Beairsto, New York 
T. Edward Ross, Pennsylvania 
Edward S. Rittler, Louisiana
C o m m itte e  on  F e d e r a l  T a x a t io n  
Victor H. Stempf, chairman, New 
York
William L. Clark, Oklahoma 
James A. Councilor, Washington,
D. C.
Clarence L. Turner, Pennsylvania 
Leon E. Williams, New York
C o m m it t e e  o n  P u b l ic a t io n
C. Oliver Wellington, chairman, New 
York
William B. Franke, New York 
Frank Wilbur Main, Pennsylvania 
Maurice E. Peloubet, New York 
Prior Sinclair, New York
C o m m itte e  o n  S t a t e  L e g i s l a t i o n  
Charles H. Towns, chairman, New 
York
William Charles, Missouri 
John K. Mathieson, Pennsylvania 
Ralph B. Mayo, Colorado 
Harold B. Simpson, New York
S p e c ia l  C o m m itte e  o n  C o o p e r a t io n  
w it h  B a r  A s s o c ia t io n  
Francis P . Byerly, chairman, New 
York
Lewis Ashman, Illinois 
John F. Forbes, California 
James J. Hastings, New Jersey 
John T. Madden, New York 
Victor H. Stempf, New York
S p e c ia l  C o m m itte e  on  C o o p e r a t io n  
w it h  S e c u r it ie s  a n d  E x c h a n g e  
Com m ission  
Rodney F. Starkey, chairman, New 
York
Samuel J. Broad, New York 
Charles B. Couchman, New York 
Andrew Stewart, New York 
Homer N. Sweet, Massachusetts
S p e cia l Com m ittee on C o o p e ra tio n  
w ith  S to c k  E x c h a n g e s  
Frederick H . Hurdman, chairman, 
N ew  York  
Archibald Bowman, N ew  York  
Arthur H. Carter, N ew  York  
George Cochrane, N ew  York  
Paul K . Knight, N ew  York  
Geoffrey G. Rowbotham, N ew  York  
W alter A. Staub, N ew  York
S p e c ia l  C o m m itte e  on  I n v e n t o r ie s  
Edward A . Kracke, chairman, New 
York
Frederick B. Andrews, Illinois 
Norman J. Lenhart, New York 
Albert J. Watson, California 
William Whitfield, Oregon
S p e c ia l  C o m m itte e  o n  P u b l i c - U t i l ­
i t y  A c c o u n t in g  
Henry A . Horne, chairman, New 
York
George D. Bailey, Michigan
E. C. Christensen, Illinois 
Will-A. Clader, Pennsylvania 
Walter A. Staub, New York
S p e c ia l  C o m m itte e  o n  T e c h n i c a l  
I n fo r m a tio n  
Samuel J. Broad, chairman, New 
York
Lewis A. Carman, California 
Robert H. Prytherch, New York
H. T. Scovill, Illinois 
Prior Sinclair, New York
12 The Certified Public Accountant
Annual Meeting Date
As announced in the November issue 
of the C e r t if ie d  P u b l ic  A c c o u n t a n t , 
Cincinnati was selected as the place for 
the 1938 annual meeting of the Insti­
tute. The dates will be September 26th 
through 29th. The Netherland-Plaza 
hotel, selected as headquarters, was not 
available either in the week of Septem­
ber or the week of October in which 
Institute meetings customarily are 
held. To meet a technicality of the by­
laws, the meeting will be called for the 
third Tuesday of September, a statu­
tory date, but immediately will be ad­
journed to reconvene a week later. The 
meeting will actually be held, there­
fore, from September 26 to 29, 1938, 
inclusive.
Foreign Comment on Institute 
Activities
The Incorporated Accountants' Jour­
nal, official organ of The Society of 
Incorporated Accountants and Audi­
tors of London, in its November, 1937 
issue, publishes a full report of the 
opening proceedings of the Institute’s 
fiftieth anniversary celebration, as well 
as three of the papers which were read 
during the meeting. The papers pub­
lished were: “ The history of account­
ing machinery,” read by Roland W. 
Gleason, “ Public accountancy in the 
United States,” by Norman E. Web­
ster, and “ Recent developments in 
budgetary control,”  by Edmund S. 
LaRose.
The journal also refers to section 340 
of the revenue act of 1937, and com­
ments upon the provision that requires 
accountants and others to file informa­
tion returns regarding aid or advice 
given in the formation of foreign 
corporations. In doing so, the journal 
paraphrases an editorial which ap­
peared in The Journal of  Accountancy.
Presentation of Golf and Tennis 
Trophies
At a meeting of the New York State 
Society of Certified Public Account­
ants, held on November 22nd at the 
Waldorf-Astoria, New York, described 
elsewhere in this bulletin, P. W. R. 
Glover, member of the executive com­
mittee of the Institute, presented the 
Missouri golf and tennis trophies to 
Morris C. Troper, president of the New 
York society, who received them on 
behalf of the teams which won them in 
tournament play during the annual 
meeting of the Institute.
Conference of Financial 
Executives
As this bulletin goes to press, the 
American Management Association 
Conference for Financial Executives is 
about to open at the Hotel Pennsyl­
vania, New York. Among those sched­
uled as speakers are: Harold H. Neff, 
director Forms and Regulations Division, 
Securities and Exchange Commission, 
whose topic will be “ Corporate financ­
ing under the S.E.C.” ; Dr. Willard L. 
Thorp, of Dun and Bradstreet, Inc., 
“ A year’s experience with the undis­
tributed earnings tax” ; Dr. Wilford L. 
White, of the Bureau of Foreign and 
Domestic Commerce, “ The present 
instalment credit situation” ; and Dud­
ley Cates, a vice-president of the Com­
mercial Investment Trust Corp., “ In­
stalment debt and depression.” John T. 
Madden, a member of the Institute 
and dean of the New York University 
school of accounts, commerce and 
finance, will preside at a session de­
voted to depreciation and obsolescence. 
The program was arranged after a 
study of current problems reported in 
a survey of 150 leading companies. The 
sessions are to be held on December 
14th and 15th.
New Members of Council
Following are brief biographies of the 
new members of council, elected at the 
general session at the Waldorf-Astoria, 
New York, on October 22, 1937:
M il l e r  B a i l e y , Member of Council 
(four-year term)
Mr. Bailey was born in Fulton, 
Missouri, in 1889, and attended West­
minster College there. He is a partner of 
Peat, Marwick, Mitchell & Co., Kansas 
City, Missouri, and has been a mem­
ber of the Institute since 1922.
Mr. Bailey has been with his present 
firm since 1913. He is a certified public 
accountant of Missouri, Oklahoma, 
Texas, Colorado and Tennessee, and a 
member of the Board of Accountancy 
of Missouri. He is also a member of the 
Missouri Society of Certified Public 
Accountants and of the National Asso­
ciation of Cost Accountants.
M a r v in  O . C a r t e r , Member of Coun­
cil (five-year term)
Mr. Carter was born in Atwood, 
Tennessee, in 1890, and attended high 
school and the McTyeire Institute at 
McKenzie, Tenn. He has been actively 
engaged in the practice of accountancy 
since 1909. He holds certified-public- 
accountant certificates of the states of 
Tennessee, Mississippi, and Arkansas.
Mr. Carter was president of the 
Tennessee Society of Certified Public 
Accountants for its fiscal year 1933- 
1934, as well as chairman of the Mem­
phis chapter of the same society for the 
same period. He was also a member of 
the Tennessee State Board of Account­
ancy from 1932 to 1936.
Mr. Carter has been a member of the 
Institute since 1913, and in recent 
years has been active on the Institute’s 
special committee on development of
the Institute (1933-1936) and the spe­
cial committee on development of the 
profession (1936-1937).
C h a r l e s  F. C o a t e s , Member of Coun­
cil (five-year term)
Mr. Coates, who has been re-elected 
to serve a five-year term as a member 
of council, is a native of Meriden, 
Connecticut, where he was born in 
1889, and attended grade and high 
schools.
In 1917 he became a member of the 
staff of Hadfield & Rothwell, certified 
public accountants of Hartford, Con­
necticut, and since January, 1922, has 
been a partner in that firm, which is 
now known as Hadfield, Rothwell, 
Soule & Coates. Previous to that, he 
had been engaged in industrial and 
commercial accounting. He became a 
certified public accountant of Connecti­
cut in 1919.
Mr. Coates is president of the Con­
necticut State Board of Accountancy 
and is now serving his seventh term, 
having been reappointed in January, 
1937, for a three-year term. He was at 
one time vice-president of the American 
Society of Certified Public Account­
ants. He is a past president of the 
Connecticut Society of Certified Public 
Accountants, and at present is chair­
man of the following Connecticut so­
ciety committees: legislation, coopera­
tion with the state tax commissioner, 
and nominations.
Mr. Coates became a member of the 
Institute in 1920, and has been active 
in Institute affairs. During 1930-1931 
he was a member of the committee on 
arbitration, during 1933-1934 a mem­
ber of the special committee on devel­
opment of the Institute, and since 
1934 a member of council.
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G e o r g e  C o c h r a n e , Member of Coun­
cil (one-year term)
Mr. Cochrane, a member of the In­
stitute since 1923, was born in Liver­
pool, England, in 1888, and received his 
education in that country. He is also a 
member of the Institute of Chartered 
Accountants in England.
From 1916 to 1918 he was manager 
of the Cuban office of Deloitte, Plender, 
Griffiths & Co. In 1918 he became a 
partner in the firm and remained in 
Cuba until 1921, when he came to the 
New York office.
Since 1931, Mr. Cochrane has served 
on the following Institute committees: 
committees on budget and finance, 
Federal legislation, and by-laws (chair­
man); special committees on public 
relations, cooperation with stock ex­
changes, executive committee of the 
fiftieth anniversary celebration, and 
the special committee to revise Federal 
Reserve bulletin.
C h a r l e s  C . C r o g g o n , Member of 
Council (five-year term)
Mr. Croggon was born in Baltimore, 
Maryland, in 1886. He holds certified- 
public-accountant certificates of the 
states of Alabama, California, Missouri, 
Maryland, and North Carolina, and is 
a past president and a member of the 
Maryland Association of Certified Pub­
lic Accountants.
Mr. Croggon was retained by the 
Public Service Commission of Mary­
land to take charge of their auditing in 
connection with a rate investigation 
during 1914-1915. Upon completion of 
this work he entered the service of 
Haskins & Sells in Baltimore. He is now 
a partner in that firm.
He has been a member of the Insti­
tute since 1922, and during 1928-1929 
he was a member of the committee on 
credentials, and from 1932 to 1934 was 
a member of council.
G e o r g e  P. E l l is , Member of Council 
(five-year term)
Mr. Ellis is a partner of Wolf and 
Company, Chicago, and a past presi­
dent of the American Society of Certi­
fied Public Accountants.
A native of Chicago, where he was 
born in 1888, Mr. Ellis was educated at 
Northwestern University. From 1917 
to 1932 he practiced under the firm 
name of Geo. P. Ellis & Company, and 
in 1932 became a partner of Wolf and 
Company. He is a certified public ac­
countant of Illinois, Wisconsin, In­
diana, and Ohio, and a member of those 
state societies.
Mr. Ellis has been a member of the 
Society of Industrial Engineers and is a 
member of the National Association of 
Cost Accountants. Recently, he was re­
elected vice-president of the Illinios 
Chamber of Commerce and is chairman 
of the committee on Federal taxation 
of that body.
Mr. Ellis is a member of the National 
Committee on Municipal Accounting. 
During 1936-1937 he served as chair­
man of the Institute’s special commit­
tee on governmental accounting and 
has been reappointed for the current 
year. He also was a member of the 
honorary committee on fiftieth anni­
versary celebration.
T h o m a s  H. E v a n s , Member of Council 
(three-year term)
A native of Wales, Mr. Evans is now 
a resident of Detroit, Michigan, where 
he is a partner of the Evans Audit 
Company.
Mr. Evans has been a member of the 
Institute since 1915, and at one time 
served on its committee on auditing 
department of banks, and has been 
active in the affairs of the Michigan 
Association of Certified Public Ac­
countants. He is a past president of 
that organization, and also has been
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chairman of its committee on cooper­
ation with the Institute. He now is 
associate editor of The Worksheet, pub­
lication of the Michigan Association.
Mr. Evans also was a member of the 
American Society of Certified Public 
Accountants. He served as treasurer of 
the Society (1928-1929), as a director.
He is a member of the American 
Accounting Association and the Ameri­
can Arbitration Association.
R a l p h  B. M a y o , Member of Council 
(five-year term)
Mr. Mayo, a member of the Institute 
since 1916, is a native of Miltonvale, 
Kansas, where he was born in 1891. 
In 1912 he received the A.B. degree 
from Denver University, and in 1913 
the B.C.S. degree. He is a certified pub­
lic accountant of Colorado.
He has been in the practice of public 
accounting since 1915, and is now a 
partner of Ralph B. Mayo & Co., 
Denver. He has been an instructor in 
various accounting subjects in the 
Y.M .C.A. educational department and 
in the University of Denver school of 
commerce. In addition, Mr. Mayo has 
been dean of the School of Business 
Administration and Accountancy and 
chairman of the accountancy commit­
tee of United Y.M .C.A. Schools.
G e o r g e  S. O l i v e , Member of Council 
(five-year term)
Mr. Olive, who has been a member 
of the Institute since 1919, is senior 
partner of Geo. S. Olive & Co., In­
dianapolis.
Born in Lebanon, Indiana, in 1881, 
Mr. Olive has resided in Indianapolis 
since 1891. In 1903 he was graduated 
from Harvard University with the
A.B. degree.
After a varied experience in teaching, 
manufacturing, mining, newspaper, and 
public-utility work, he entered the 
practice of public accounting in 1913.
He holds the C.P.A. certificate of 
Indiana, and has served as treasurer 
and as president of the Indiana Asso­
ciation of Certified Public Accountants.
Since 1929 Mr. Olive has been con­
tinuously active on various Institute 
committees, including the following: 
committees on education, professional 
advancement, and public affairs; special 
committees on cooperation with Bureau 
of Economic Research (chairman), ap­
pointment of auditors, natural business 
year, and cooperation with bar associa­
tion. He has served a previous term 
on the Institute’s council.
During the past two years he has 
been president of the Indianapolis 
Chamber of Commerce.
E a r l  A. W a l d o , Member of Council 
(five-year term)
Mr. Waldo is a partner of Boulay, 
Anderson, Waldo & Co., of Minneap­
olis, and is immediate past president of 
the Minnesota Society of Certified Pub­
lic Accountants, having served for two 
terms. In the past he has held various 
offices in his state society, serving on 
the board of trustees and as chairman 
of a number of the more important 
committees.
Born in Minneapolis in 1896, Mr. 
Waldo received his education in the 
public and high schools of that city, 
and later attended the University of 
Minnesota.
Mr. Waldo has had sixteen years ex­
perience in the public accounting field 
in Minneapolis.
He has been a member of the Insti­
tute since 1925, and during 1936-1937 
served on the special committee on 
development of the profession and on 
the Advisory Council of State Society 
Presidents during 1935-1937.
In addition to his professional activ­
ities, he has also taken an active part in 
civic affairs.
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The Institute Staff
Next in rank to the secretary is 
Frank A. Gale, assistant secretary, 
who joined the staff only in August, 
1937, after considerable experience in 
association, publishing and newspaper 
work. His principal duties are to 
manage the natural-business-year cam­
paign, assist the secretary in develop­
ing the new program of cooperation 
with state societies— as in maintaining 
a speakers’ bureau and improving pub­
lic relations— and carrying on the In­
stitute’s publicity work.
H. T. Winton is the secretary’s im­
mediate assistant, who deals with much 
of the correspondence, acts as secretary 
for numerous committees and inter­
views many of the visitors at 135 Cedar 
street. He has been with the Institute 
for a little over a year.
Six stenographers and typists com­
plete the actual secretarial staff, the 
senior of whom is Ruth Spencer, whose 
service dates from 1926. Bessie Arliss, 
who was a member of the staff of the 
American Society of Certified Public 
Accountants for 11 years, and after the 
merger was in charge of the Washing­
ton office continued by the Institute 
for a year, has recently joined the New 
York staff. Others are Jessie Murchie 
(1933), Eunice Merritt (1937), Marion 
Knowlton (1937), Margaret Reills
(1936).
Susan Ranney, assistant to the 
treasurer, joined the Institute’s staff 
in 1920. She has charge of all accounts 
and financial records of the Institute 
and five subsidiary corporations. With 
three assistants, Amy Garvey (1930), 
Mary Valois (1937), Virginia Miller
(1937), she keeps account of the dues of 
some 5,000 members (and their ad­
dresses and firm affiliations), the sub­
scriptions of some 11,000 Journal read­
ers, the sales of some 15 books; draws
off monthly financial statements, so­
cial-security and other tax returns, 
etc., etc.
The librarian is Helen Johnstone, 
completing her tenth year of service. 
With two assistants, Miriam Donnelly 
(1927), and Katherine Michaelsen 
(1936), she maintains a library of 
nearly 15,000 items, each accurately 
indexed, answers some 9,000 inquiries a 
year and receives about 5,000 visitors 
annually.
James Wood, building superintend­
ent (18 years); Marie Heitzmann, tele­
phone operator (12 years); Florence 
Steele, file clerk (9 months), and Ed­
ward Kelley (1 year) complete the list 
except for the publishing division, 
which is a rather distinct organization.
The secretary of the Institute is also 
secretary of the American Institute 
Publishing Company, Inc., and man­
aging editor of The Journal of Ac­
countancy.
Charles M. Smith, associate editor, 
formerly had the title of assistant 
secretary. He originally joined the 
staff in 1933 as publicity director, but 
the scope of his work increased to in­
clude a great part of the work of the 
natural business year campaign and 
other duties. He now devotes all his 
time to editorial work, assuming a 
large portion of the responsibility for 
production of The Journal of Account­
ancy, T h e  C e r t i f i e d  P u b li c  Ac­
c o u n t a n t ,  the Year-book, and other 
books published by the Institute’s 
publishing company. Willima Robin­
son (1 year) assists the associate editor.
George H. Sherwood assumed the 
position of business manager of The 
Journal of Accountancy in March, 1937. 
Both advertising and circulation have 
increased noticeably under his manage­
ment.
Ruth Hoagland, his assistant, has 
worked for The Journal for 9 years.
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Following the death of the former busi­
ness manager she carried on the depart­
ment alone for an entire year, at great 
personal sacrifice, until a suitable suc­
cessor could be found.
James Bennett (16 years) purchases 
all printing, paper and supplies and 
also has charge of the mailing depart­
ment and the bookstore.
Eugene Fiorella (8 years) assumes 
responsibility for addressograph plates 
of 11,000 subscribers to The Journal, 
and a mailing list of some 30,000 ad­
ditional names.
Fred Robottom (3 years) acts as 
order clerk and assists in the mailing, 
addressing and shipping work.
Addresses by Representatives 
of Institute
Clem W. Collins, president of the 
American Institute of Accountants, is 
making a tour this month which will 
bring him into personal touch with offi­
cers and members of six state societies 
of certified public accountants. The 
tour opened December 3rd at Albu­
querque, New Mexico, when Mr. Col­
lins addressed the annual meeting of 
the New Mexico Society of Certified 
Public Accountants.
The schedule of the Institute’s presi­
dent included addresses before the Los 
Angeles chapter of the California State 
Society of Certified Public Account­
ants, December 6th, and the San Fran­
cisco chapter, December 9th. President 
Collins also was scheduled to visit state 
society officers and groups in Portland, 
Seattle, Boise and Salt Lake City.
In his addresses Mr. Collins dis­
cussed problems of the accounting pro­
fession and outlined the broad activi­
ties and plans of the Institute. He 
deplored the custom among govern­
mental units of awarding audit con­
tracts on the basis of bids, making the
point that the value of any audit is in 
direct proportion to the ability, ex­
perience and skill of the accountant. 
Mr. Collins said that until county com­
missioners, city councils, and other 
public officials who have the respon­
sibility of selecting auditors realize that 
the important consideration in selecting 
an accountant is not price, but skill, 
experience and judgment, the citizens 
will not receive the protection to which 
they are entitled.
Mr. Collins also stated that impor­
tant positions requiring accounting 
knowledge and experience are too fre­
quently filled by politicians with little 
or no accounting training.
“ The position of auditor, or comp­
troller,” he said at Albuquerque, 
“ should no more be filled by a layman 
than the position of attorney general, 
state engineer or judge of a court of 
record. When our laws require that ac­
counting positions shall be filled by 
accountants, there will be less waste in 
government and better control of 
administration.”
Discussing present-day tax problems 
of business, President Collins described 
the undistributed-profits tax and the 
capital-gains tax as unsound from an 
economic viewpoint. He recommended 
changes in both taxes, and urged a 
fixed policy on the part of the govern­
ment with respect to the form and 
incidence of federal income taxes.
He also discussed the natural-busi­
ness-year campaign, in which the 
American Institute of Accountants is 
cooperating, and stated that the cam­
paign represents a movement which 
will result in great benefit and profit 
both to business and to the accounting 
profession.
For the purpose of discussing co­
operation of the American Institute of 
Accountants with state societies in 
undertakings involving development of
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the profession, John L. Carey, secre­
tary of the Institute, was scheduled to 
meet with officers and members of three 
state societies and of the District of 
Columbia association between Decem­
ber 9th and 17th.
On Thursday, December 9th, Mr. 
Carey addressed the North Carolina 
Association of Certified Public Ac­
countants at Raleigh, and on December 
10th and 11th he attended the annual 
meeting of the South Carolina associa­
tion at Columbia, at which he was one 
of the speakers.
Members of the North Carolina as­
sociation who practise in the central 
and western parts of the state met with 
Mr. Carey at Charlotte on December 
13th. He was to address an evening 
meeting of Richmond Chapter of the 
Virginia Society of Certified Public 
Accountants on December 15th, and 
on the following day was to talk at a 
dinner meeting of the District of 
Columbia Institute of Certified Public 
Accountants.
In addition to discussing plans for 
cooperation between the Institute and 
the state societies, in the talks which 
he has made Mr. Carey told what the 
Institute was doing in its endeavor to 
deal with major problems of the ac­
countancy profession.
He discussed natural-business-year 
campaign, in which the Institute is 
cooperating, and urged its importance 
as a state society activity. He stressed 
the present strong position of the ac­
counting profession, pointing out that 
certified public accountants today are 
united in one national organization 
whose membership approaches the 
5,000 mark.
Mr. Carey spoke of the need ex­
pressed by state society presidents for 
creating within the accounting profes­
sion, notably in the state societies, 
machinery by which the profession
may inform the public of its activities 
and pointed out perfectly proper means 
which existed for doing so.
Frederick H. Hurdman, past presi­
dent of the American Institute of Ac­
countants, and present member of 
its council and executive committee, 
brought the greetings of the American 
Institute of Accountants to the Society 
of Chartered Accountants of the Prov­
ince of Quebec on November 29th. 
The occasion was the annual dinner of 
the Quebec Society held in Montreal.
Mr. Hurdman, as the official repre­
sentative of the Institute, was one of a 
group of distinguished guests who at­
tended the dinner. Among those were 
the Honorable Maurice Duplessis, 
Premier of the Province of Quebec. 
Another guest was Professor W. H. 
Brittain, Acting Principal of McGill 
University.
Mr. Hurdman conveyed the greet­
ings of the American Institute of Ac­
countants when he was called upon to 
respond to a toast by Guy E. Hoult, 
president of the Society of Chartered 
Accountants of the Province of Quebec.
The Quebec Society was one of the 
numerous foreign accounting societies 
represented officially at the Institute’s 
fiftieth anniversary celebration last 
October.
Maurice E. Peloubet, chairman of 
the Institute’s board of examiners and 
member of the committee on publica­
tion, was guest speaker at a dinner 
meeting of the Michigan Association of 
Certified Public Accountants, held at 
Detroit on December 9th.
Mr. Peloubet was also scheduled to 
address a meeting of the Minneapolis 
chapter of the National Association of 
Cost Accountants, at Minneapolis, on 
the evening of December 13th.
George P. Ellis, of Chicago, chair­
man of the Institute’s special commit­
tee on governmental accounting, made
The Certified Public Accountant 19
an address describing the work of this 
committee, at a meeting of the Mil­
waukee Chapter of the Wisconsin 
Society of Certified Public Accountants, 
held on the evening of November 12th. 
It was a dinner meeting and 105 persons 
attended.
T a x  Conference o f  N e w  Y o rk  
State Society
A two-day tax conference was held 
by the New York State Society of 
Certified Public Accountants on No­
vember 22nd and 23rd at the Waldorf- 
Astoria hotel, New York. The meeting 
was sponsored by the committees of the 
society concerned with tax matters.
On the afternoon of October 22nd, at 
a session devoted to local taxation and 
social security, A. A. Berle, Jr., cham­
berlain of the city of New York, made 
an address on the subject, “ Taxation 
and municipal finance.” Joseph Getz, a 
member of the society, spoke on “ Obli­
gations of New York state employers 
under social security laws of other 
states.”
On the evening of the same day there 
was a session devoted to matters of 
Federal taxation, under the leadership 
of Joseph J. Klein, a member of the 
society. Discussion touched on the 
following topics: the revenue act of 
1937, capital gains and losses, stock 
dividends, the undistributed-profits 
tax, statutory reorganizations, liquida­
tions, and loss on account of worthless 
securities.
At the session on the evening of 
November 23rd, Mark Graves, presi­
dent of the New York State Tax Com­
mission, was the principal speaker. 
His subject was “ The contribution of 
the accounting profession to tax ad­
ministration.” Changes made in the 
New York state tax laws during 1937, 
were presented for discussion by Leo 
Mattersdorf.
Returns Under Section 340 o f  
Revenue A ct
Forms and regulations implementing 
section 340 of the revenue act of 1937, 
which requires information returns to 
be filed by accountants and others ad­
vising in the formation of foreign 
corporations, have been issued by the 
Commissioner of Internal Revenue.
The returns are to be filed on 
form 959, which calls for the follow­
ing information, verified under oath or 
affirmation:
“ (1) The name and the address of 
the person (or persons) to whom and 
the person (or persons) for whom or on 
whose behalf the aid, assistance, coun­
sel, or advice was given;
“ (2) A complete statement of the 
aid, assistance, counsel or advice given;
“ (3) Name and address of the 
foreign corporation and the country 
under the laws of which it was formed, 
organized or reorganized;
“ (4) T he month and year when the 
foreign corporation was formed, or­
ganized or reorganized;
“ (5) A statement of how the forma­
tion, organization, or reorganization of 
the foreign corporation was effected;
“ (6) A complete statement of the 
reasons for, and the purposes sought to 
be accomplished by, the formation, or­
ganization, or reorganization of the 
foreign corporation;
“ (7) A statement showing the classes 
and kinds of assets, transferred to the 
foreign corporation in connection with 
its formation, organization, or reor­
ganization, including a detailed list of 
any stock or securities included in such 
assets, and a statement showing the 
names and addresses of the persons who 
were the owners of such assets immedi­
ately prior to the transfer;
“ (8) The names and addresses of the 
shareholders of the foreign corporation 
at the time of the completion of its 
formation, organization, or reorganiza­
tion, showing the classes of stock and 
number of shares held by each;
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“ (9) The name and address of the 
person (or persons) having custody of 
the books or account and records of the 
foreign corporation;
“ (10) Such other information as 
may be required by the return form; 
and
“ (11) Where any of the information 
required to be furnished is withheld be­
cause its character is claimed to be 
privileged as a communication between 
attorney and client within the meaning 
of section 340 (b), the return must so 
state and must contain a complete 
statement of the nature and the cir­
cumstances of the communication on 
which a decision as to the propriety of 
the claim of privilege may be reached.”
Paragraph (1) of section 340 (a) 
requires returns of any person who, on 
or after August 26, 1937, “ aids, assists, 
counsels, or advises in, or with respect 
to, the formation, organization, or re­
organization of any foreign corpora­
tion.”  Paragraph (2) of section 340
(a) makes the same requirement of 
persons who have given such aid or 
advice since December 31, 1933, and 
prior to November 24, 1937.
B il l  to  R e p e a l  
On November 24th Representative 
Towey introduced the following bill, 
known as H.R. 8510:
“ Be it enacted by the Senate and House 
of Representatives of the United States 
of America in Congress assembled, That 
section 340 (requiring information re­
turns to be filed by attorneys, ac­
countants, and others with respect to 
the formation, and so forth, of foreign 
corporations) of the Revenue Act of 
1936, as amended, is hereby repealed.”
The Institute’s committee on Federal 
taxation urges members to communi­
cate with their Congressmen, point­
ing out the impracticability and in­
equity of compelling professional men 
to serve as informers to a government 
bureau.
Annual M eeting o f Am erican  
Accounting Association
Members of the American Institute 
of Accountants are invited to attend 
and take part in all the proceedings of 
the annual meeting of the American 
Accounting Association, to be held at 
Atlantic City, December 27-29, 1937. 
In a letter to the secretary of the Insti­
tute, Jacob B. Taylor, president of the 
Association, pointed out that the 
Wednesday morning session— when 
Charles B. Couchman, Henry Rand 
Hatfield, and Victor H. Stempf are to 
discuss the tentative statement of ac­
counting principles— will be an out­
standing one, and that the program as 
a whole promises to be stimulating. 
Following is a complete program of the 
proceedings:
A m e r ic a n  A ccounting  A sso c iatio n  
22nd Annual Meeting 
Chalfonte-Haddon Hall, Atlantic City 
December 27-29, 1937
PROGRAM 
F ir st  se ssio n — 2:00 p .m ., Monday, 
December 27th
Chairman: Jacob B. Taylor, presi­
dent
Topic: Accounting in transition 
Papers:
“ The next step in accounting,” 
Commissioner Robert E. Healy, 
Securities and Exchange Com­
mission
“ Accounting and the law,” A. A. 
Berle, Jr., New York City 
S econd se ssio n — 7:30 p .m ., Monday, 
December 27th
Discussion session, no organized pro­
gram
T h ird  se ssio n — 9:30 a .m ., Tuesday, 
December 28th
Chairman: Roy B. Kester, Columbia 
University 
Topic: Accounting history and edu­
cation
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Papers:
“ Characteristics of bookkeeping 
before Paciolo,” Raymond de 
Roover, Cambridge, Massachu­
setts
“ Early university education in 
accountancy,” Jeremiah Lock­
wood, University of Pennsyl­
vania
“ A suggested program of educa­
tion for the accountant,” (based 
upon the report of the com­
mittee on education of the 
American Accounting Associa­
tion), Hermann C. Miller, Ohio 
State University
F o u r t h  s e s s i o n — 2:00 p .m ., Tuesday, 
December 28 th
Chairman: George A. MacFarland, 
University of Pennsylvania 
Topic: Public aspects of accounting 
Papers:
“ A college education for public 
accountants,” N. E. Webster, 
chairman, New York State 
Board of Certified Public Ac­
countant Examiners 
“ Educational requirements for ad­
mission to examinations of ac­
countants,” E. A. Heilman, Uni­
versity of Minnesota 
Topic: Accounting principles 
Paper:
“ The effect of direct charges to 
surplus on the measurement of 
income,” W. A. Hosmer, Har­
vard University
F i f t h  s e s s i o n —  6 :3 0  p .m ., Tuesday, 
December 28th
Annual banquet and business meeting 
Reports of officers and committees 
Election of officers
S i x t h  s e s s i o n — 9 :3 0  a .m ., Wednesday, 
December 2 9 th
Chairman: R. A. Stevenson, Univer­
sity of Minnesota 
Topic: Development of accounting 
principles 
Sub-topic: “ A critique of the tenta­
tive statement of accounting prin­
ciples underlying corporate reports ”
Speakers:
Charles B. Couchman, New York 
Henry Rand Hatfield, University 
of California 
Victor H. Stempf, New York 
General discussion 
S e v e n t h  s e s s i o n — 2:00 p .m ., Wednes­
day, December 29th 
Chairman: Arthur G. Rosenkampff, 
New York University 
Topic: Development of accounting 
principles 
Paper:
“ A  tentative statement of ac­
counting principles underlying 
consolidated reports” (A pro­
nouncement of the executive 
committee of the American Ac­
counting Association; presented 
by E. L. Kohler, Chicago) 
General discussion
Interpretation o f Louisiana 
Accountancy Law
The State Board of Certified Public 
Accountants of Louisiana has made 
public the following opinion issued by 
the office of the attorney general of the 
state, interpreting the restrictive pro­
visions of the Louisiana accountancy 
act:
D e ar  Si r :
We are now replying to your letter of 
November 6, 1937, wherein you ask for 
an interpretation by this department of 
act 136 of 1924, which amends act 125 
of 1928, concerning accountants. You 
particularly refer to section 8 of the 
act, and ask whether it is possible for a 
person to hold himself out as a tax con­
sultant and as qualified to render ac­
counting services, though not repre­
senting himself as a public accountant 
or as a certified public accountant, and 
escape the penalties provided in the act. 
Section 8 of the act provides:
“ If any person shall represent 
himself to the public as having re­
ceived a certificate as provided in this 
act, or who shall assume the prac­
tice as a certified public accountant,
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or use the abbreviations “ C. P. A.” 
or any similar words or letters to 
indicate that the person using the 
same is a certified public accountant, 
or public accountant without having 
received a registration certificate as 
provided in this act, or if any person 
having received a certificate, as 
provided in this act and having 
thereafter lost such certificate by 
revocation or suspension as provided 
in section 7 shall continue to practice 
as a certified public accountant, or 
public accountant, he shall be deemed 
guilty of a misdemeanor, and upon 
conviction thereof shall be fined not 
less than one hundred ($100.00) 
dollars, or sentenced to serve three
(3) months in jail for each offense, 
or both, at the discretion of the 
court.”  (Acts 1908, No. 125, s 8; 
1924, No. 136, s 2.) (Dart’s Louisiana 
General Statutes, Section 9342, Vol­
ume 3.)
The interpretation placed by the 
State Board of Certified Public Ac­
countants of Louisiana upon the pro­
visions of act 136 of 1924 is that no 
person can practise public accounting 
in this state unless that person has first 
qualified as a certified public account­
ant under the laws of the state. The 
board has interpreted that by “ similar 
words” in the above section is meant 
words that would mislead or misrepre­
sent. A person offering his services to 
the public and designating himself as 
“ accountant” or “ auditor” is effectu­
ally a “ public accountant,” and his 
representing himself as such without 
complying with the statute, is a viola­
tion of the law.
“ The board has held that persons 
who merely render a bookkeeping 
service to concerns who do not need the 
full time services of a bookkeeper; who 
devise bookkeeping systems; and who 
prepare tax returns, are not doing any 
public auditing or accounting and that 
such services are not in violation of the 
law. It has in many instances advised 
such persons that their letterheads,
cards, etc., could contain the follow­
ing:
J ohn D oe 
Bookkeeping Service, System Service, 
Tax Service.”
The board took this position because:
(a) Public accounting firms do not 
keep books except in rare in­
stances.
(b) Although accounting firms de­
sign and install bookkeeping and 
accounting systems, this type of 
work is also carried on by spe­
cialists in that line, including 
accounting machine people, and 
others.
(c) Although public accountants pre­
pare tax returns, a great deal of 
this work is also done by lawyers 
and other special tax experts.
It is not expected, however, that any 
of these would attempt to render any 
services usually performed by a certi­
fied public accountant.
This department agrees with the 
interpretation placed upon the statute 
by the State Board of Certified Public 
Accountants of Louisiana, as set out 
above.
With very best wishes, we are,
Very truly yours,
L e ssl e y  P. G ar d in e r  
Second Assistant Attorney General
Collegiate Business Courses
Alpha Kappa Psi, professional fra­
ternity in commerce, through its com­
mittee on education and research, re­
cently published an analysis of the 
general business curricula of 64 under­
graduate schools of commerce and busi­
ness administration. The information 
was assembled from data obtained 
from the local Alpha Kappa Psi chap­
ters, college catalogs and the deans of 
the schools listed. It is presented in the 
form of a chart showing, in terms of 
semester hours, the required general 
business curricula and the entire com­
merce offerings of each of the schools.
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H ow ard C. Beck, Sr.
Howard C. Beck, Sr., of Washing­
ton, D. C., died September 22, 1937, at 
the age of 69. A native of New Jersey, 
Mr. Beck was deputy city controller of 
Detroit for 15 years and city auditor of 
Baltimore for 11 years. He had been in 
public practice since 1916. Mr. Beck 
had been a member of the Institute 
since 1905, and held certified public 
accountant certificates of Michigan and 
of the District of Columbia. Other 
fields in which Mr. Beck was active 
included early American history and 
philately. President of the Baltimore 
Philatelic Society, he was also a member 
of the Washington Philatelic Society. 
Mr. Beck exhibited early British 
Colonial stamped paper at the Na­
tional Museum in Washington in 1935 
and took part in the National Stamp 
Conference last June.
John A. Corrigan
John A. Corrigan, of New York, died 
February 9th, the Institute has just 
been advised. From 1920 to 1933 Mr. 
Corrigan was associated with Arthur 
Stoneham, chartered accountant, in 
the practice of public accounting, and 
from 1933 to the time of his death he 
served as general auditor of Adolph 
Lewisohn & Sons, Inc., and associated 
companies. He was a certified public 
accountant of New York.
W illiam  B. G ow er
William B. Gower, a member of the 
Institute since 1918, died on August 
29th, at the age of 64. A native of 
England, Mr. Gower came to the 
United States in his youth. He was for 
35 years associated with the copper
industry and is said to have supervised 
the accounts of over 20 copper com­
panies. At the time of his retirement six 
years ago, he was controller and a 
director of the United Verde Copper 
Co. He was a certified public account­
ant of Montana.
Charles A . K lein
Charles A. Klein, a member of the 
Institute since 1916, died in Metropoli­
tan Hospital on the morning of Decem­
ber 4th, as the result of injuries be­
lieved to have been inflicted upon him 
by assailants in Central Park, New 
York city, on the previous evening. He 
was 60 years of age.
Mr. Klein was born in Akron, Ohio, 
and spent his early youth in Cleveland. 
He was graduated from Leland Stan­
ford University in 1905, and has been 
an active member of the Leland Stan­
ford alumni association. He undertook 
graduate studies at both New York and 
Columbia Universities, and was at one 
time lecturer on estate accounting at 
Columbia.
Mr. Klein was a certified public ac­
countant of the state of New York, and 
had been a member of the New York 
State Society of Certified Public Ac­
countants since 1912. He was also a 
fellow of the American Association of 
Public Accountants, and had been a 
member of the American Society of 
Certified Public Accountants prior to 
its merger with the Institute. He was a 
charter member of Rabbi Stephen S. 
Wise’s Free Synagogue, a Freemason 
(Centennial Lodge) and past president 
of the local lodge of B ’nai B ’rith.
Mr. Klein had been engaged in the 
practice of accountancy since 1915, and 
at the time of his death was a partner 
in the firm of Charles A. Klein & Co., 
New York.
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James O . M cK insey
James O. McKinsey, a member of 
the Institute since 1920, died Novem­
ber 30th in Chicago. He was chairman 
of the board and senior executive 
officer of Marshall Field & Co., and 
was formerly senior partner of James
O. McKinsey & Co., Chicago.
Mr. McKinsey was born in Gamma, 
Missouri, in 1889. He received a Ph.B. 
degree from the State Teachers College 
in Warrensburg, Missouri, in 1912 and 
an LL.B. degree from the University of 
Arkansas in 1913. Three years later he 
received a Ph.B. degree from the 
University of Chicago.
In 1917 Mr. McKinsey was made a 
member of the faculty of the University 
of Chicago, but for the next two years 
served as a private and later a lieuten­
ant in the Ordnance Department of the 
United States Army. In 1919 he re­
ceived his A.M. degree from the Uni­
versity of Chicago, and in the same 
year became a certified public account­
ant of the state of Illinois. During 
1920-1921 he lectured on accounting at 
Columbia University.
Mr. McKinsey was chairman of the 
American Management Association and 
a member of the National Association 
of Cost Accountants, the Illinois 
Society of Certified Public Account­
ants, and the Delta Sigma Pi, Phi 
Kappa Sigma and Delta Theta Pi 
fraternities.
Mr. McKinsey was the author of 
Bookkeeping and Accounting, Budgetary 
Control, Managerial Accounting, Busi­
ness Administration, Accounting Princi­
ples, and several pamphlets published 
by the management association. He 
was a director of the Chicago Cor­
poration, Kroger Grocery & Baking 
Company, Selected Shares Corpora­
tion, Woodlawn Hospital and Central 
Y.M .C.A. College; a trustee of the
Armour Institute of Technology, a 
member of the board of managers of 
the Chicago Y.M .C.A. and a member of 
the transportation committee of the 
Chicago Association of Commerce.
Charles B. M ount, Jr.
Charles B. Mount, Jr., was killed 
September 3rd when the privately- 
owned airplane in which he was flying 
crashed between two houses at Valley 
Stream, Long Island. The only other 
person in the plane was also killed. 
Mr. Mount was 44 years of age. He was 
a graduate of Pace Institute and for a 
time taught accounting there. He held 
positions with various commercial and 
accounting firms until 1924, when he 
began practice on his own account. 
Since 1934 he has been a partner in the 
firm of Mount & Carter, in charge of 
its Brooklyn, N. Y ., office. He held a 
certified public accountant certificate 
of the state of New York.
Sir Albert W yon
Sir Albert William Wyon, K.B.E.,
F.C.A., senior member of Price, Water­
house & Co. in England, with whom he 
had been associated for more than half 
a century, died in London on December 
1st at the age of sixty-eight after an ill­
ness of several months. He was the son 
of Leonard Charles Wyon, Modeller 
and Engraver to the Royal Mint, one 
of a long line of distinguished engrav­
ers, who among other things designed 
the beautiful early Victorian coinage.
Sir Albert was educated at Clewer 
House School, Windsor, and was 
articled to Samuel Lowell Price in 1885. 
He was placed first in both the inter­
mediate (1888) and final (1890) exam­
inations of the Institute of Chartered 
Accountants and was admitted to 
partnership in his firm in 1893.
Of a singularly retiring disposition, 
Sir Albert made public appearance only
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as an inevitable incident of professional 
life. While he was not widely known in 
this country, American accountants 
who attended the International Con­
gress in 1933 will remember his paper 
on “ Holding and subsidiary compa­
nies,” which revealed very clearly some 
of his leading characteristics, notably, a 
deep sense of responsibility. An accu­
rate and a scholarly thinker, he was al­
ways conscious of the dangers of broad 
generalization.
N e w  Jersey Association  
o f Credit M en
The New Jersey Association of 
Credit Men held a dinner meeting at 
Newark on Monday, November 15th. 
Mr. William R. Donaldson, chairman 
of the American Institute of Account­
ants special committee on cooperation 
with credit men, addressed the meeting.
Mr. Donaldson outlined the plan of 
cooperation between the National As­
sociation of Credit Men and the Ameri­
can Institute of Accountants, and told 
something of what it was expected 
might be accomplished. He urged New 
Jersey credit men to form a committee 
to cooperate with the New Jersey 
Society of Certified Public Account­
ants, and suggested that every effort be 
made to arrange a joint meeting during 
this year for joint discussion of account­
ing matters which come before them. 
He told of the successful efforts of 
the New York State Society of Certi­
fied Public Accountants in cooperating 
with credit men and with the Robert 
Morris Associates. Two certified public 
accountants of New Jersey present at 
the meeting stated that they would 
propose to the state society that there 
be a joint meeting with the credit men.
It was indicated to the speaker that 
the subject of greatest interest to credit
He had occupied many positions of 
public trust, having served as govern­
ment auditor of both British and Irish 
railways and as government accountant 
of controlled canals. He had been a 
member of the board of referees under 
the finance act and chairman of the 
Treasury committee on new form of 
public accounts. In recognition of 
eminent services during the War, the 
honor of knighthood was conferred 
upon him in 1919.
men was the development of a plan by 
which the accounting standards of their 
customers could be raised to a point 
where satisfactory statements would be 
presented for credit purposes.
Mr. Donaldson described the plan 
for cooperative publicity which is being 
discussed by the American Institute’s 
special committee on cooperation with 
credit men. It is hoped that through 
well-written articles in trade journals 
the need for keeping careful accounts 
and for presenting accurate statements, 
in order to insure the granting of 
maximum credit lines, can be made 
known. Also, through such articles the 
more important accounting problems 
of the respective industries could be 
discussed, and the joint attitude of 
certified public accountants and credit 
men be presented for the guidance of 
industry. He further suggested that re­
prints of such articles or independently 
written two-leaf folders might be made 
available for distribution by manufac­
turers to their customers.
These as well as other means were 
extensively discussed from the floor, 
resulting in a consensus of opinion that 
a well prepared and coordinated pro­
gram of activity should be worked out 
by the national organizations, with 
which local state groups would be glad 
to cooperate.
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Speakers Bureau
The staff of the Institute has re­
cently undertaken to expand a service 
to state societies which it had always 
rendered informally when the occasion 
arose— that of arranging for speakers 
at state society meetings. As a result 
of its efforts, George M. Thompson, of 
Los Angeles, a member of the council of 
the Institute, addressed members of 
the Arizona Society of Public Account­
ants at a meeting held on November 
12th and 13th at Tucson. Subsequently 
the secretary of the Institute received 
the following letter from the president 
of the Arizona society:
D e a r  M r . C a r e y : On behalf of the 
Arizona Society of Public Accountants, 
I want to express to you personally and 
to the American Institute our sincere 
thanks for sending Mr. George M. 
Thompson, as a member of the govern­
ing council of the Institute, to us as a 
guest speaker at our recent convention.
Mr. Thompson’s address was very 
interesting and enlightening. His sub­
ject was “ The relation of the public 
accountant to small businesses and cer­
tain aspects of the tax laws affecting 
such businesses.”
A very generous press reported ex­
tensively the subject matter of the 
address, and the Associated Press car­
ried one or two dispatches concerning 
it. The state was, therefore, very well 
covered and the message was no doubt 
brought home to a large number of 
persons who would ordinarily be very 
hard to reach.
Mr. Thompson proved to be a very 
excellent speaker and a most amiable 
gentleman. It was inspiring to have 
him with us, and the members of our 
society feel signally honored by his 
presence and the recognition given us 
by the Institute. Such fine cooperation 
and genuine interest in the state so­
cieties will result in making our profes­
sion conscious of the fact that the 
American Institute not only can but
does serve its members. Nothing else 
will as quickly unify the profession and 
band it together in one national or­
ganization.
I want to thank you again for send­
ing Mr. Thompson to us, and I recom­
mend that you use him as often as 
possible, for he certainly does the Insti­
tute credit as its representative.
Yours truly,
T h om as J. E lliott
Tucson, Ariz.
Comm ent on “ A  Y e ar’s W o rk”
The following letters, commenting 
on the pamphlet A  Year's Work, have 
recently been received at the offices of 
the Institute:
To the Secretary:
D e a r  S i r : Today I received the re­
cent publication of the Institute, en­
titled A  Year's Work, which I have 
read with a great deal of interest and 
with a sense of appreciation of the far- 
reaching and intelligently conducted 
activities of the Institute.
Two of the activities reported were 
of special interest to me— the natural 
business year campaign and the em­
ployment program. As the vice-chair­
man of the natural business year com­
mittee of the New Jersey society, I 
found much of interest in your report 
on this important subject, and I feel 
that a great deal of benefit can be de­
rived by our committee from coopera­
tion with the Institute in this work.
The employment program also in­
terests me particularly, for I feel that 
much remains to be done in this respect. 
The seasonal aspect of accounting 
work, attributable to widespread use of 
the calendar year as a fiscal period, 
causes a great deal of trouble both to 
employers, who are primarily interested 
in obtaining able, well-trained men for 
a permanent staff, and to employees 
who desire full-time employment by a 
reputable employer, both for the addi­
tional security and for the more effi­
cient means of keeping informed of the
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changes constantly occurring in prac­
tice and in professional affairs.
It is my belief that the Institute can 
render a real service to both employer 
and employee through the establish­
ment of a live employment service, 
acting as a clearing house for the entire 
profession. Employment agencies do 
not satisfactorily solve these prob­
lems. They do not act in a disinterested 
manner; on the contrary, their actions 
are influenced by the prospect of ob­
taining a fee. The Institute could run 
such a service more efficiently because 
of its access to more reliable sources of 
information and the absence of any 
incentive to distort the qualifications of 
either the employer or applicant.
These views are submitted in a 
spirit of cooperation as comment on 
your recent report. To my mind the re­
port is a complete, carefully prepared 
summary of the year’s activities and 
clearly shows the scope of the Institute’s 
undertakings. With a live, progressive 
national organization at the top and 
the various state societies working with 
it in close harmony, I feel that the pro­
fession is becoming a greater force in 
the business world, to the benefit of the 
individual practitioner..
Yours truly,
W il l ia m  F. C onnolly 
Belleville, N. J.
To the Secretary:
D e a r  S i r : I thank you for the copy 
of your bulletin, A  Year's Work, sent to 
me as a certified public accountant of 
this state, although a non-member of 
the Institute. I have read it in its en­
tirety with much interest.
The growth and increased strength 
and usefulness of the Institute is a 
source of great satisfaction to many of 
us who thoroughly approve of a strong 
national organization of professional 
accountants, even though we per­
sonally may no longer be engaged in the 
practice of public accounting.
Yours truly,
D un can  M e r r iw e t h e r  
New York, N. Y .
To the Secretary:
D e a r  S i r : I caught sight of your re­
port entitled A  Year's Work while going 
through the mail piled up on my desk.
I gave it a hasty flip. And then I was 
entranced. All else in the office was 
ignored until I read it eagerly and 
carefully.
Need I say it excited my greatest 
admiration ?
I can’t rest until I tell you this: It 
should be broadcast far and wide as an 
inspiration to all writers of reports.
Yours truly,
H aro ld  A. E ppston
Newark, N. J.
To the Secretary:
D e a r  S i r : Many thanks for the 
booklet on A  Year's Work of the Amer­
ican Institute of Accountants (1936-
19 3 7 ) .
I enjoyed reading your report, also 
marvelled at the amount of ground 
covered by the Institute and at the 
many ramifications of the work con­
ducted throughout the year.
It’s very encouraging to observe how 
well the amalgamation of members is 
working out, and it might be a good 
idea to look forward into the future for 
further affiliations with one or more of 
the foreign accounting societies.
I can readily see, with foreign busi­
ness increasing, that a closer working 
agreement would be necessary among 
professional accountants, both here 
and abroad, in order to facilitate our 
work, and at the same time to reduce 
our costs very materially (in one par­
ticular— that of travelling and hotel 
expenses of assistants).
Yours truly,
D . H u m ph rie s
New York, N. Y .
Laurence H. Pierce, of Salt Lake 
City, has been appointed a member of 
the committees on municipal affairs, 
wholesale trades, and manufacturers of 
the Salt Lake City Chamber of Com­
merce.
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Competitive B iddin g
The Connecticut Society of Certified 
Public Accountants has definitely gone 
on record as being opposed to the prac­
tice of competitive bidding for public- 
accounting engagements. At a meeting 
on October 6th, the by-laws of the 
society were amended by adoption of 
the following new section:
“ Section 9. Competitive bidding is 
deemed to be detrimental to the inter­
ests of the public and the accounting 
profession. No member shall at any 
time knowingly, directly or indirectly, 
enter into bidding for any type of 
professional service whatsoever, in 
competition with other accountants. 
Competitive bidding is hereby defined 
as bidding for work in competition 
with other accountants on any basis.”
The same article was further amended 
by the adoption of section 12, as 
follows:
“ Section 12. Any member having 
knowledge or being informed by any 
person of an alleged violation of any of 
the rules of professional conduct, shall 
be equitably bound either to give 
immediate notice thereof or to inform 
such person of his rights so to give 
notice thereof to the secretary of the 
Connecticut Society of Certified Public 
Accountants, who shall immediately 
communicate it to the chairman of the 
grievance committee. It shall be the 
duty of the grievance committee to 
immediately investigate the charge 
and promptly present its findings to the 
board of governors sitting as a trial 
board.”
The New London Day, on October 
14th, commented upon this action, 
saying:
“ Members of the Connecticut So­
ciety of Certified Public Accountants 
will no longer be permitted to bid for 
audit work, according to a notice re­
ceived today by City Manager Sheedy
from E. I. Petze, secretary of the 
society.
“ Action prohibiting such bidding 
was taken at a meeting of the society 
held October 6th last, according to the 
notice.
“ The matter is of interest to the 
city inasmuch as in recent years there 
has been considerable discussion as to 
whether the annual city audit should be 
made by some one appointed without 
competitive bidding or to the one who 
submits the lowest price for the work.
“ For many years competitive bids 
were received and the work given the 
lowest bidder with the result the cost 
to the city for the annual audit usually 
ranged around $400. Two years ago 
Councilor White, a certified public 
accountant himself, was instrumental 
in having this method changed and 
$1,200 set up in the budget for an 
auditor to be selected from a list of 
eligibles. Last year this system was 
repeated and $1,200 is set up in the 
budget again this year for the auditor, 
appointment of which is now in council 
committee.”
At the annual meeting of the Texas 
Society of Certified Public Account­
ants, held on October 8th and 9th at 
Fort Worth, one of the important 
items of business was consideration of a 
resolution condemning the practice of 
competitive bidding and instructing 
the committee on rules of professional 
conduct to prepare a rule forbidding 
the practice. A report of the action 
taken will be included in a subsequent 
issue.
William Margulies, of Newark, on 
November 18th delivered an address 
before the Iron Bound Manufacturers’ 
Association, at Newark, on the subject, 
“ What can we do about our taxes?” 
Mr. Margulies has been appointed 
to the committee on accounting devel­
opment of the New Jersey Association 
or Credit Men.
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M unicipal A ccounting
Much attention was given to prob­
lems of municipal accounting at the 
annual conference of the Municipal 
Finance Officers’ Association, held at 
Boston during September. The asso­
ciation formally approved the stand­
ards of municipal accounting practice 
developed by its general accounting 
committee and, in so doing, endorsed 
the recommendations of the National 
Committee on Municipal Accounting.
George P. Ellis, of Chicago, chair­
man of the American Institute of Ac­
countants special committee on gov­
ernmental accounting, and Lloyd Morey, 
of Urbana, a member of the commit­
tee, attended the conference as mem­
bers of the National Committee on 
Municipal Accounting and participated 
in the proceedings.
The Municipal Finance Officers’ 
Association reports the action of the 
conference on municipal accounting 
matters as follows:
“ Standard practice in municipal 
accounting and financial procedure 
adopted— It is now possible to state 
that the Municipal Finance Officers’ 
Association, as an organization, has 
definitely approved standards of finance 
and accounting procedure. When Frank 
J. Flanagan presented for adoption at 
Boston the report of the association’s 
general accounting committee, and 
when that report was unanimously 
adopted, it placed the group on record 
as approving the standards set forth in 
the preliminary report, Standard Prac­
tice in Municipal Accounting and F i­
nancial Procedure. Officials are again 
urged to check their present practices 
against these standards. Added copies 
are available from association head­
quarters.
“ National Committee on Municipal 
Accounting— The committee held a 
formal meeting in Boston during the 
conference. There were present: Frank
J. Flanagan, Lloyd Morey, F. H. El­
well, George P. Ellis, H. C. Laughlin,
C. C. Ludwig and A. E. Neale. The 
committee discussed at length the 
classification of revenues and expendi­
tures and urged the United States 
Bureau of the Census to take immediate 
action along these lines. It suggested 
the possibility of a special pamphlet to 
bring to the attention of private citi­
zens, particularly business men, the 
necessity and value of adequate mu­
nicipal accounting. It also decided that 
the elaboration of the principles of 
municipal accounting should be the 
immediate major project of the com­
mittee. Other matters to which the 
committee will devote its attention are 
the need of trained personnel, the use 
of cost accounting, the need for budg­
etary. control, the value of records 
properly controlling property and in­
ventories, and the development of 
accounting standards for small cities.
“ The accounting committees of the 
Municipal Finance Officers’ Association 
acted as host to a formal dinner given 
in honor of the National Committee on 
Municipal Accounting and its advisory 
committees on Tuesday evening, Sep­
tember 14th.
“ General— While the association 
adopted definite standards of account­
ing procedure based on committee 
reports, it was quite evident that many 
officials present were not familiar with 
such standards. Nor is there as general 
use as there might be of such standards. 
Each member is urged to study the 
committee report again, to become 
thoroughly familiar with it, and offer 
such suggestions as he may have.”
C ode of E th ics
At the same meeting, the Municipal 
Finance Officers Association received 
the tentative report of the committee 
on professional conduct, and ordered 
the report distributed to all association 
members. It will be presented for final 
adoption in 1938. Following is the sug­
gested code of ethics:
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I. Qualification for Office
1. No person should seek or accept any 
governmental position as a fiscal or 
accounting officer unless he earnestly 
believes he can satisfactorily per­
form the duties of the office or 
position.
2. A finance or accounting officer who 
seeks political preferment in an elec­
tive office shall conduct his cam­
paign for election honorably, hon­
estly and fairly and in keeping with 
the dignity of the profession he 
represents.
3. Every finance and accounting officer 
shall endeavor to maintain the high­
est standards and most approved 
practices in the execution of the 
duties of his office or position. He 
will diligently strive at all times to 
improve and develop his personal 
qualifications for the position he 
holds.
II . Duties of Office
1. Vested authority is accompanied by 
equal responsibilities. The finance 
officer should have sufficient courage 
at all times to fully discharge his 
public duty without fear or favor, re­
gardless of the consequences. Where 
official and personal interests con­
flict, the public or official interest 
shall be first served.
2. A finance officer shall at all times be 
governed by high ideals of personal 
honor and integrity in all his profes­
sional work and shall always carry 
on in an unquestioned spirit of 
fidelity to the public welfare.
3. A subordinate officer or employee 
shall be loyal to his superiors. This 
loyalty shall not be interpreted to 
require participation in political 
campaigns, the concealment of crim­
inal acts, or the performance of il­
legal acts. It is not considered un­
ethical to participate in a political 
campaign in behalf of an immediate 
superior, although it is preferable to 
take no part in political campaigns.
4. No finance officer shall accept or
receive, directly or indirectly, any 
special favors or private pay for any 
work that he is morally and legally 
due to perform for which he receives 
compensation as a public official or 
employee. Neither will he accept any 
assignment outside the public serv­
ice that could reasonably be con­
strued as conflicting with his public 
duties.
5. No finance or accounting officer, in 
his official capacity, shall prepare, 
sign, or certify to any report or 
statement which he knows contains 
a misstatement of a material fact or 
omits to state a material fact whose 
omission makes a misleading impres­
sion. He shall not sign, approve or 
certify accounts or statements un­
less they have been prepared or veri­
fied by himself or persons under his 
supervision. His signature to a 
report must always be an assurance 
to the public he serves that the re­
port is true and complete to the best 
of his belief and ability.
6. Every finance and accounting officer 
shall endeavor to comply, in letter 
and spirit, with the laws governing 
his municipal activities.
7. A finance officer’s announcements of 
his professional attainments or serv­
ices shall be made in a dignified 
manner in keeping with the stand­
ards of the profession he represents.
III . Application of the Code
1. All active, affiliate, associate and 
honorary members of the Municipal 
Finance Officers’ Association shall 
be governed by the above rules of 
professional conduct in so far as they 
apply to each class of membership.
2. The code of ethics and professional 
conduct set forth herein should be 
considered as a goal for all finance 
and accounting officers whether or 
not they are members of the associa­
tion.
3. Formal charges for unprofessional 
conduct shall be filed with the presi­
dent of the association. The person
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against whom such charges are 
made shall be notified immediately, 
given a bill of particulars and a 
reasonable time to prepare his own 
defense which may be in writing, in 
person, or by his representative. 
The executive committee of the 
association shall investigate such 
charges and, after due hearing, take 
such action as it deems necessary.
Natural Business Y ear
The Natural Business Year Council 
reports unusual response to a recent 
reference to the natural business year 
campaign in the Monthly Business 
Review, published by the National 
Association of Credit Men. Henry H. 
Heimann, chairman of the Natural 
Business Year Council, is executive 
manager of that association.
Mr. Heimann wrote the reference to 
the natural business year campaign and 
included in the note an invitation for 
interested executives to write to the 
council for information. So far, 285 
companies in 34 states have responded 
to this invitation.
The council has sent to each company 
three pamphlets outlining the natural 
business year proposal and has included 
with these pamphlets an article on the 
natural business year which appeared 
in the October 23 issue of Business
Week. A mimeographed list of tenta­
tive closing dates for a large number of 
industries also is sent to each inquirer.
Where local natural business year 
committees are active in cities repre­
sented by letters of inquiry, lists of 
those asking for information are being 
sent to those committees.
Inquiries represent a wide variety of 
businesses, these including lumber, 
landscape engineers, banks (who desire 
information for depositors); seeds, in­
surance, stoves, machinery, furniture, 
wholesale grocers, woolen mills, foods, 
mill and mill supplies; chemicals, 
pharmaceuticals, rope and cordage, 
clothing, glass, paper, hotel supplies; 
the mercantile institute of the Mormon 
Church; paints, automotive equipment, 
perfumes, electrical supplies, shoes, 
hardware, oils, pumps, plumbing sup­
plies, dry goods, leather, belting and 
printing.
It is reported at Natural Business 
Year Council headquarters that many 
well-known and important companies 
are among those asking for information 
about the natural business year. Most 
of the companies simply ask for infor­
mation. In some cases, writers of letters 
indicate that their companies are con­
sidering changing from the calendar 
year to the natural business year as a 
basis of accounting.
Meetings and Elections
Arizona Society of Public Accountants
Date: November 13, 1937. Annual 
meeting.
Place: Phoenix.
Speakers: Professor H. Dean Campbell, 
of the University of Southern Cali­
fornia, who spoke on how the ac­
countant can best serve the busi­
ness man. H. T. Cuthbert, of 
Phoenix, gave a detailed report of 
the fiftieth anniversary celebra­
tion of the American Institute of 
Accountants. George M. Thomp­
son, of Los Angeles, as member of 
council of the American Institute 
of Accountants, discussed the rela­
tion of the accounting profession 
to small businesses.
Elections: President— Thomas J. El­
liott, of Tucson.
Vice-president— Dixon Fagerberg, 
Jr., of Prescott.
Treasurer— James C. Eikner, of 
Phoenix.
Secretary— Mrs. Daphne H. Latham, 
of Phoenix.
California State Society of C.P.A’s
Los Angeles Chapter
Date: September 13, 1937.
Speaker: Melvin D. Wilson, partner of 
Miller, Chevalier, Peeler & Wilson, 
attorneys, “ New developments in 
connection with income taxes.”
Date: November 8, 1937.
Speaker: Joy Luther Leonard, A.M., 
Ph.D., professor of economics at 
the University of California, “ Gov­
ernment control of business.”
Florida Institute of Accountants
Date: November 12 and 13, 1937.
Place: Tampa.
Speaker: Dr. Kenneth Dameron, pro­
fessor of business organization at 
Ohio State University, on leave of 
absence, and visiting professor at 
the University of Florida College 
of Business Administration, “ Has 
American business the right to 
live?”
Kansas Society of C.P.A’s
Date: September 10, 1937. Annual 
meeting.
Elections: President— Cliff C. Steven­
son, of Pittsburg, Kan.
Vice-president— M. J. Kennedy, of 
Salina.
Secretary-Treasurer— Fred B. Kubik, 
of Wichita.
Directors— Leo J. Brinkman, of 
Emporia, and Arnold R. Jones, 
of Topeka.
Maryland Association of C.P.A’s
Date: November 17, 1937. Joint meet­
ing with Baltimore chapter of the 
National Association of Cost Ac­
countants and the Baltimore As­
sociation of Credit Men.
Place: Baltimore.
Speaker: Dr. Willard L. Thorp, di­
rector of economic research, Dun 
& Bradstreet, Inc., “ Business 
faces the future.”
Missouri Society of C.P.A’s
St. Louis Chapter
Date: May, 1937.
Elections: President— O. E. Fischer.
Vice-president— L. J. Meyer.
Second vice-president— L. J. Kerber
Secretary— W. L. Hausman.
Treasurer— R. C. Mare.
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Montana Society of C.P.A’s
Date: November 20, 1937.
Place: Butte.
Elections: President— Anton Gerharz, 
of Billings.
Vice-president— James Stotesbury, 
of Bozeman.
Trustees— Ray Latham, of Billings; 
William B. Finley, of Great Falls; 
and A. J. Rowland, of Miles City.
Oklahoma Society of C.P.A’s
Date: November 22, 1937.
Place: Tulsa.
Elections: President— Ross T. Warner, 
of Tulsa.
Vice-presidents— Walter S. Shell, of 
Oklahoma City; Virgil S. Tilly, of 
Tulsa.
Treasurer— Larry G. Petering, of 
Oklahoma City.
Secretary— Albert W. Cory, of Okla­
homa City.
Auditors— Jack Culler and Howard 
Hinman, of Oklahoma City.
Trustees— George F. Winters, of 
Tulsa; and Charles A. Wright, of 
Muskogee, re-elected; Mack Por­
ter, of Oklahoma City.
Tennessee Society of C.P.A’s
Memphis Chapter
Date: November 16, 1937.
Speaker: D. C. Miller, city comptroller, 
on the operation of the municipal 
finance system.
Texas Society of C.P.A’s
Date: October 8 and 9, 1937.
Place: Fort Worth.
Elections: President— T. W. Mohle, of 
Houston.
Vice-president— J. C. Harris, of Dal­
las.
Secretary-Treasurer— C. F. Mil­
ledge, of Houston.
Directors— F. F. Alford, of Dallas; 
W. C. Burer, of Sugar Land; Clif­
ford H. Morris, of Fort Worth; 
Orville S. Carpenter, of Austin;
B. F. Irby, of San Antonio; and 
J. G. Bixler, of El Paso.
Virginia Society of Public Accountants
Tidewater Chapter
Date: October, 1937.
Place: Norfolk.
Elections: President— L. Dow Led­
Better, of Norfolk.
Vice-president— S. N. Richardson, 
of Norfolk.
Secretary-Treasurer— H. E. Gould­
man, of Norfolk.
West Virginia Society of C.P.A’s
Date: October 30, 1937.
Place: Huntington.
Elections: President— J. Earl Beatty, 
of Charleston.
First vice-president— Ivan F. Jen­
nings, of Welch.
Second vice-president— R. L. 
Baughan, of Huntington.
Treasurer— Norman Fitzhugh, of 
Charleston.
Secretary— Harry R. Howell, of 
Charleston.
Correspondence
A ccounting M achines
Editor, T he C ertifie d  P u b lic  A c ­
countant
D e a r  Si r :
Accountants have become renowned 
exponents of accounting machines—  
figuring machines, statistical machines, 
bookkeeping machines, and the like. 
Office machines, which have justified 
themselves economically throughout 
the years, are indebted to accountants, 
because accountants not only have 
adapted the machines to their personal 
needs, but also have been conscientious 
in recommending machines to clients.
So intimate is the triangle made up 
by the office equipment maker, the ac­
countant, and the average American 
business office that leading office equip­
ment companies go to great annual 
expense to keep accountants (as well 
as customers) informed of the latest 
developments, the newest applications, 
and the important economies of their 
products. It can be said with a substan­
tial portion of truth that some account­
ants are nearly as well versed in the 
range and capabilities of office ma­
chines as are some office equipment 
salesmen.
In their endeavor to be of utmost 
service to their own clients, hundreds 
of accounting firms have become dis­
contented with merely keeping abreast 
of developments in accounting machin­
ery. They want to go further. They 
want a better grasp of the subject.
They want to know— and the more 
progressive now are able to tell— which 
of their clients’ offices can benefit from 
applying office machines. How much 
volume is required to make a machine 
installation profitable? What type of
machine should it be? How do account­
ing machine salesmen determine and 
evaluate the various factors?
To whom can accounting machines 
be recommended?
Accounting machine salesmen, being 
engaged in making a living from selling 
machines, just as an accountant’s liveli­
hood comes from rendering a service, 
are on the look-out at all times for ac­
counting machine prospects. The sales­
man develops a “ nose for prospects” 
much as the trained reporter acquires 
a “ nose for news.”
However, of the multitude of offices 
canvassed and called on daily by office 
equipment salesmen in their search for 
prospects, only a small percentage war­
rant the outright recommendation that 
they buy machines. To suggest a ma­
chine to every office would be gross 
over-selling.
In a general way, it can be said that 
accounting machines can be recom­
mended to offices which want to achieve 
their present accounting results in less 
time than now required or offices which 
want to obtain improved results— more 
facts, more legible and cleaner records, 
and more detailed reports— more ex­
peditiously than at present; or offices 
which aspire to results not attainable 
unless mechanical accounting is in­
stalled.
How is the type of machine selected?
Once the need for an accounting 
machine has been recognized, the selec­
tion of the particular machine proceeds 
in an orderly manner. It begins by 
having an accounting-machine repre­
sentative make a thorough analysis of 
the work involved and the objectives 
to be reached. The accounting-machine 
representative usually makes a prelim­
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inary survey for his own guidance. 
Following that, he settles down to 
making the thorough analysis, begin­
ning with a review of the present 
procedure and concluding with a writ­
ten recommendation for the future. 
Each analysis, thereby, is an individual 
proposition and the written proposal is 
submitted after weighing all factors.
Some manufacturers offer such a 
wide variety of accounting machines 
that their representatives’ recommen­
dations need be neither biased for any 
reason nor limited by manufacturing 
conditions. As an example, one leading 
manufacturer of business machines 
makes both listing (printing) and non­
listing figuring machines. Its represent­
atives can suggest either, because they 
sell both. Likewise, the same company 
makes accounting machines which 
print numbers only and those which 
print both numbers and letters— type­
written description. These are isolated 
cases from the portfolio of one com­
pany, but they show how that manu­
facturer is equipped to apply its 
accounting machines to the most ex­
acting of individual requirements.
Do accounting machines pay?
This is the final test. After a thor­
ough analysis of the accounting routine 
has been made and after a study of the 
various equipment specifies machines 
of a certain type, the prospective pur­
chaser wonders whether the change is 
worth the investment. He thinks of
employee relationships (machines often 
improve this); he thinks of the forward 
trend in office procedure; and eventu­
ally he gets to the last step leading to 
the signed order— he considers cost. 
After all is said and done, the benefits 
must justify the expenditure— and ar­
riving at that decision does not need 
the assistance of a complicated account­
ing machine.
Mr. W. J. Cameron, of the Ford 
Motor Company, speaking on “ Ma­
chines and jobs,” told a nation-wide 
radio audience, “ It always surprises 
people to learn that most of the machin­
ery in use is not labor-saving machinery 
at all. Most of it is labor-serving or 
labor-creating; it enables men to work 
at tasks that never would have been 
attempted otherwise. Since modern ma­
chinery appeared, twenty great indus­
tries have sprung into existence that 
never could have existed without ma­
chinery.
“ While machines undoubtedly econ­
omize on labor in some operations, and 
thus release men to more man-like 
tasks, nevertheless the question is not 
Man versus Machine, or what machines 
can do without men (of course they 
can do exactly nothing without men); 
the question is, what hitherto unattain­
able ends man may reach with the 
machine?”
Yours truly,
H a r r y  V. O d le
Detroit, Mich.
Announcements
Orton W. Boyd, of Washington,
D. C., is co-author with Frederick 
Leon Pearce, of Chicago, Ill., of a 
book entitled Problems in Income Tax 
Fundamentals, published in September 
by the Foundation Press, Inc., Chicago.
Joseph Brodner, of New York, on 
November 29th delivered an address 
before the Hotel Accountants Associa­
tion of New York City, on the subject, 
“ The control of guests’ safe deposit 
boxes in hotels.”
Frederick Bruell has been appointed 
to the board of directors of the 
alumni association, Woodmere Acad­
emy, Woodmere, L. I.
John B. Cantwell, of Albany, N. Y., 
has been appointed a lieutenant in the 
supply corps of the United States 
Naval Reserve.
T. Reginald Cloake, of New York, 
has been made a part-time instructor at 
New York University.
H. C. Goettsche, of Chicago, re­
cently addressed the members of the 
Architectural and Ornamental Iron 
Workers Association, in Chicago, on 
the subject, “ Cost finding.”
Mr. Goettsche is the author of a 
booklet entitled Comparative Brewery 
Costs and Statistics, 1936, published in 
June, 1937, by H. C. Goettsche & Co.
Herman Herwood has been ap­
pointed a member of the committee on
publication of the New York Credit 
Men’s Association.
Joseph J. Klein, of New York, ad­
dressed the New York County Lawyers 
Association on October 21st, in New 
York city, on the subject of “ Recent 
changes in Federal income taxation.”
Robert Penn, of Chicago, is the 
author of Manual of the Penn-Ward 
System of Hospital Accountings pub­
lished this month by the Physicians 
Record Company, Chicago.
Charles J. Rowland, of State College, 
Pa., delivered an address before the 
Vocational Conference at Olean, N. Y., 
on November 6th on the subject of 
“ Training for government service.” 
On November 19th Mr. Rowland also 
addressed the Municipal Finance Offi­
cers of Pennsylvania, at State College, 
Pa., on the subject of “ New borough 
budget forms.”
Mr. Rowland has been appointed a 
member of the committee or borough 
representatives to assist the state 
department of internal affairs with 
budget forms and reports, effective in 
May, 1937.
Harry W. Wallis announces the new 
location of his offices on the fifth floor of 
the State Mutual building, 340 Main 
street, Worcester, Mass.
Ernest E. Wooden has been ap­
pointed president of the Balto County 
Public Health Association for 1937- 
1938 and a member of the Balto 
County Board of Education for 1937-
1939.
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